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BASIC DATA

Loan Identification

1. Country Republic of the Philippines
2. Loan Number 1473-PHI
3. Project Title Sixth Road Project
4, Borrower Republic of the Philippines
5. Executing Agency Department of Public Works and Highways
6. Amount of Loan $167,000,000
7. Project Completion Report Number PCR-PHI 1001
Loan Data
1. Appraisal
— Date Started 10 June 1996
— Date Completed 18 July 1996
2. Loan Negotiations
— Date Started 6 September 1996
— Date Completed 6 September 1996
3. Date of Board Approval 30 September 1996
4, Date of Loan Agreement 23 June 1997
5. Date of Loan Effectiveness
— In Loan Agreement 1 September 1997
— Actual 24 December 1997
— Number of Extensions 3
6. Closing Date
—In Loan Agreement 30 June 2002
— Actual 26 February 2007
— Number of Extensions 3
7. Terms of Loan
— Interest Rate London interbank offered rate-based (floating)
— Maturity (humber of years) 25
— Grace Period (hnumber of years) 5
8. Terms of Relending (if any) Not applicable
9. Disbursements

a. Dates

Initial Disbursement

2 March 1998

Effective Date

24 December 1997

Final Disbursement

26 February 2007

Original Closing Date

30 June 2002

Time Interval

99 months

Time Interval

54 months




b. Amount ($)

Category Last Net
or Original Revised Amount Amount Amount Undisbursed
Subloan® Allocation Allocation Canceled Available Disbursed Balance”
01A 31,600,000 31,800,000 0 31,800,000 27,885,116 3,914,884
01B 19,000,000 27,200,000 0 27,200,000 28,050,470 -850,470
o1C 15,100,000 13,400,000 0 13,400,000 8,471,466 4,928,534
01D 3,500,000 3,400,000 0 3,400,000 1,979,144 1,420,856
0lE 10,200,000 4,800,000 0 4,800,000 470,426 4,329,574
02 7,200,000 5,200,000 0 5,200,000 2,626,721 2,573,279
03 46,500,000 55,200,000 0 55,200,000 54,094,920 1,105,080
04 25,000,000 25,000,000 0 25,000,000 25,000,000 0
05 8,900,000 0 0 0 0 0
06 0 1,000,000 1,000,000 0 1,000,000
Total 167,000,000 167,000,000 0 167,000,000 148,578,262 18,421,738

% 01A = civil works (Part IA), 01B = civil works (Part 1B), 01C (Part IC), 01D (Part IE), O1E (Part II), 02 = equipment,
03 = consulting services, 04 = interest during construction, 05 = unallocated, 06 = resettlement.
® An undisbursed loan amount of $18,421,737.87 was cancelled at the loan closing date of 26 February 2007.

10. Local Costs (Financed)
- Amount ($)
C. Project Data
1. Project Cost ($ million)

20,813,035

Cost

Appraisal Estimate

Actual® (as of 30 May 2006)

Foreign Exchange Cost

652.80

576.88

2. Financing Plan ($ million)

Cost

Appraisal Estimate

Actual® (as of 30 May 2006)

Implementation Costs
Borrower Financed
ADB Financed
Other External Financing
Total
IDC Costs
Borrower Financed
ADB Financed
Other External Financing

Total

266.90
142.00
203.40

612.30

15.50
25.00
0.00

40.50

219.16
123.58
197.34

540.08

11.80
25.00
0.00

36.80

ADB = Asian Development Bank, IDC = interest during construction.
& Excluding Kuwait Fund for Arab Economic Development financing



3. Cost Breakdown by Project Component ($ million)
Component Appraisal Estimate Actual®
Total Total
A. Base Cost
1. Civil Works 463.10 461.89
2. Consulting Services 49.70 53.06
3. Capacity Building 28.40 25.13
Subtotal (A) 541.20 540.08
B. Contingencies
1. Physical 32.70 0.00
2. Price 38.40 0.00
Subtotal (B) 71.10 0.00
C. Interest during Construction 40.50 36.80
Total 652.80 576.88
é Excluding Kuwait Fund for Arab Economic Development component.
4, Project Schedule
Item Appraisal Estimate Actual

Date of Contract with Consultants
Engineering Design
Road Improvement Design and Supervision
Structural Overlay Design and Supervision
Bridge Program Design and Supervision
Capacity Building
Road Safety
Resealing and Surface Redressing
Pavement Investigations
Highway Planning (Pavement and Bridge)
Routine Maintenance
Project Coordination
Benefit Monitoring and Evaluation (Phase 1)
Benefit Monitoring and Evaluation (Phase 2)
Hazard Mapping
Completion of Engineering Designs
Civil Works Contracts
Road Improvement (15 contract packages)
Tender and Award of Contracts
Construction
Structural Overlay (20 contract packages)
Tender and Award of Contracts
Construction
Bridge Program (15 contract packages)
Tender and Award of Contracts
Construction
Equipment and Supplies Procurement
Capacity Building
Road Safety Implementation
Resealing/Surface Dressing Training

August 1998
February 1997
January 1997

June 1997

June 1997
July 1997
June 1997
June 1997
June 1997
December 1996
November 2000
May 2004
September 1998
June 2000

Dec 1996-Jun 1997
Jul 1997-Jun 2001

Dec 1996—-Mar 1999
Jul 1997—Jun 2001

Jul 1997-Dec 1999
Jul 1997-Jun 2001
Aug 1997-May 2000

Jan 1998-Dec 1999
Aug 1997—Apr 1998

Cancelled from loan
January 1998
May 1998
July 1998

November 2002
June 2001
April 1998
February 2002
November 2001
December 1997
November 2000
January 2006
Cancelled from loan
Cancelled from loan

Oct 1997-May 2000
Aug 1998-May 2006

Oct 1997—May 2003
Aug 1998-May 2006

Apr 1998-May 2006
Sep 1999-May 2006
Jun 2001-Sep 2004

Cancelled from loan
Jun 2001-Jun 2002
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Appraisal Estimate

Actual

Pavement Trials
Highway Planning
Routine Maintenance
Project Coordination

Benefit Monitoring and Evaluation

Phase 1

Nov 1997-Jun 2000

Jul 1997—Jun 1998
Jun 1997-Dec 1999
Jan 1997-Dec 2001

Jan—Jun 1997

Mar 2002—-Oct 2003
Mar 2002—Feb 2004
Jan 2002—-Apr 2004
Jan 1998-May 2006

Dec 2000-Jul 2001

Phase 2 Jul-Dec 2000 Jan—May 2006
Other Milestones

1. 19 July 2002: Approval of first extension of loan closing date to 30 September 2004

2. 14 March 2005: Approval of second extension of loan closing date to 30 September 2005
3. 9 December 2005: Approval of third extension of loan closing date to 30 May 2006

4. 26 February 2007: Actual Closing of Loan Account

5. Project Performance Report Ratings
Ratings
Development Implementation

Implementation Period Objectives Progress

31 Dec 1998, 31 Dec 1999, and 31 Dec 2000 Satisfactory Satisfactory
30 Jun 2001 and 31 Dec 2001 Satisfactory Satisfactory

31 Mar, 30 Jun, 30 Sep, and 31 Dec 2002 Satisfactory Satisfactory
From 1 Jan to 30 Sep 2003 Satisfactory Satisfactory
From 31 Oct 2003 to 29 Feb 2004 Satisfactory Partly Satisfactory
From 1 Mar 2004 to 30 Apr 2004 Satisfactory Satisfactory
From 1 to 31 May 2004 Satisfactory Partly Satisfactory

From 1 Jun 2004 to 26 Feb 2007 Satisfactory Satisfactory
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D. Data on Asian Development Bank Missions
No. of No. of Specialization
Name of Mission Date Persons Person-Days  of Members?
Fact-Finding 9-27 Oct 1995 5 24 a, b, fgi
Appraisal 10 Jun-18 Jul 1996 6 21 a, b fghi
Inception 26 Jan-5 Feb 1998 3 9 a, d,f
Loan Review 16-19 Nov 1998 3 6 a,df
Loan Review 15 Nov-1 Dec 1999 4 18 2a,d, f
Short Review 23-24 March 2000 2 4 2a
Midterm Review 13 Nov-14 Dec 2000 4 32 a,b,de,f
Loan Review 5 Dec 2001-25 Jan 4 17 a,b,df
2002
Loan Review 2 Dec 2002-20 Feb 5 36 2a,b,d, e
2003
Progress Meeting 11-25 Sep 2003 4 22 a,b,cd
Loan Review 25 Nov 2003-11 Mar 4 33 a,bcd
2004
Progress Meeting 29 Jul-4 Aug 2004 4 20 a,bcd
Special Review 5 Oct-9 Dec 2004 3 9 a,cd
Loan Review 7 Feb—2 Jun 2005 3 23 acd
Loan Review 22 Nov 2005-12 Jan 2 12 a,d
2006
Special Review 2 Feb—20 Apr 2006 2 13 a,b
Special Review 18 May-20 Jun 2006 4 12 a,b,de
Loan Review 3 Jul-9 Aug 2006 2 8 a, e
Project Completion 21 Feb-14 Jun 2007 3 26 a, d, 2e

Report”

& a — transport specialist, b — social development and/or resettlement specialist, ¢ — project administrative unit head,
d — project analyst, e — consultant, f — country portfolio manager, g — financial specialist, h — counsel, and i —
economist.

® The project completion report was prepared by S. Date, Transport Specialist and Mission Leader; A. Samoza,
Associate Project Analyst; a resettlement specialist (staff consultant); and a transport economist (staff consultant).



TA completion report was circulated to the Board in July 2003. The TA was rated successful,
and the main lessons learned and recommendations of the TA completion report are given
below.

28. Given DPWH's financial situation, liquidating BOE was the only viable option. With
liquidation of BOE, its current role would be mainly filled by private sector operations. A
minimum pool of equipment would still be needed within DPWH for remote areas, where
accessibility and availability of equipment are issues and the private sector is unlikely to be
interested in providing services for road maintenance activities and emergency interventions.
These conclusions of the TA mirrored the views of the Government. In September 2002, BOE
was included in the list of 14 government entities identified for liquidation. The Department of
Budget and Management (DBM) and DPWH were expected to implement the transition plan,
including preparing appropriate severance packages for BOE’s 4,490 employees. However,
DPWH faced strong internal opposition in view of the proposed liquidation’s social impacts.
Ultimately, BOE was not liquidated.

29. The TA completion report also recommended, based upon past experience in the
Philippines, that TA projects should extend beyond the studies themselves and, as far as
possible, help in testing implementation of some of the recommendations. The liquidation
recommended by the TA incorporated substantial retrenchment, and the TA should have
supported transition arrangements to allow for effective liquidation of BOE. The TA should have
included support strategies for minimizing social costs of downsizing and layoffs. Among the
lessons learned was that when TA looks at restructuring a government agency, including its
possible liquidation, the agency concerned should not be selected as the TA’s implementing
agency, in essence to oversee its own elimination.

30. Nevertheless, as a routine activity, BOE is currently scrapping the obsolete equipment
and downsizing its staff as a part of DPWH’'s ongoing rationalization. This staff is being
transferred elsewhere within DPWH. Although such actions are somewhat in line with the TA’s
recommendations, its intended outcome was not achieved.

l. Consultant Recruitment and Procurement

31. There were 50 civil works contract packages and 33 consulting services contracts
awarded in the project period. There were also two equipment contracts. All procurement
processes were carried out according to ADB's Procurement Guidelines. The consultants were
selected according to ADB’s Guidelines on the Use of Consultants by ADB and Its Borrowers.

32. As explained in paragraphs 22 and 23, of the total 56 civil works contract packages, six
were cancelled due to severe delays in procurement. DPWH needed over 12 months, on
average, to complete procurement for the 50 successful contract packages. Also, most civil
works and consulting work contracts faced severe approval delays for their supplemental
agreements and the like, due to DPWH's lengthy internal processes. This caused serious delay
in project implementation.

33. As for equipment procurement, the Project included funds for 170 vehicles procured for
civil works. A considerable number of these were misused by DPWH management, some
oversight agencies, and others.



J. Performance of Consultants, Contractors, and Suppliers

34. Performance of consultants, contractors, and suppliers was generally satisfactory, with a
few exceptions. Some of such cases were remedied during the project period. However, there
are nine civil works contracts still ongoing, to be completed in 2008. All of these have been
financed by the Government since Project loan closure. Of these nine contracts, three suffered
delays mainly caused by poor performance of the contractors.

K. Performance of the Borrower and the Executing Agency

35. As mentioned in paragraphs 18 to 20, due to project design shortcomings for which ADB
and DPWH must share responsibility (for example, select road sections without examining the
extent of likely LAR), the LAR issue surfaced during the 2000 midterm review. This resulted in
disbursements being suspended for the road improvement component due to DPWH's failure to
comply with the loan agreement (see para. 18, footnote 4) in acquiring land and compensating
affected families in a timely manner acceptable to ADB. With ADB’s assistance, however,
DPWH increased its capacity to remedy the situation and finally succeeded in compensating
99% of affected families. The PMQO'’s highly attentive and monitoring role greatly contributed to
this success. Other than this, there were the other aforementioned issues of procurement and
approving supplemental agreements that delayed the Project. In such cases, the PMO also
contributed vitally, with ADB’s assistance, to remedying the situation and putting the Project
back on track.

36. Although there were several shortcomings on the part of the EA regarding
noncompliance with loan covenants, procurement delays, and cancellations, and although there
was an overall project delay of 47 months, the Project nevertheless substantially achieved its
objectives, particularly for the physical components. The Project was complex, in geographical
dispersion and number of individual operations: over 55 civil work contract packages and more
than 10 capacity building subcomponents. Many rural areas with high poverty rates, such as
Mindanao, Palawan, and Bondoc Peninsula, have benefited significantly from the Project, as
seen in the PCR’s economic reevaluation and during observations over years of mission visits.
Given all these positive achievements and the long-lasting continuous effort that the EA
exercised in partnership with ADB, the performance of the Borrower and EA is rated satisfactory.

L. Performance of the Asian Development Bank

37. Between June 1998 and April 2007, ADB fielded 17 missions. Of these, 12 were for
project review and 1 each for midterm review and preparing the project completion report. The
LAR issues surfaced during the midterm review of 2000 and became the most severe project
issue. As noted earlier, this was a consequence of project design oversights by ADB and DPWH,
in particular the failure to include ADB'’s involuntary resettlement policy in the Project loan
agreement. ADB subsequently worked in partnership with DPWH to remedy this, and it was
ultimately resolved. Apart from that, ADB assisted DPWH on many occasions to resolve Project-
related issues internal to DPWH. Further, the project implementation greatly benefited from the
field visits that ADB conducted in almost every review mission. These helped to identify at an
early stage and resolve technical, contractual, and social issues that could potentially have
delayed project implementation still further and jeopardized achieving the Project’s objectives.

38. While it is true that, during project design, ADB made a fundamental error by not
including the LAR policy into the Project loan agreement, and it may have overlooked potential
social issues, it is also true that when these mistakes subsequently impacted the Project in the



form of severe social issues, ADB made continuous efforts, in partnership with the EA, to
remedy the situation, to ensure compensation was provided to the affected families, and to
achieve the Project’s objectives. Overall, the performance of ADB is rated satisfactory.

"I, EVALUATION OF PERFORMANCE
A. Relevance

39. The Project, as planned, was in line with ADB’s country strategy and program and the
Government’s main objectives in the road sector. It helped improve economic activity and
reduce travel times and costs in the project areas, and it improved accessibility in rural
corridors. The Project helped DPWH to improve its capacity development in many areas and to
introduce new and sustainable road management tools. Therefore, the Project is rated highly
relevant.

B. Effectiveness in Achieving Outcome

40. The purposes of the Project were to complete civil works and a supplemental capacity
building program to improve the capacity of DPWH. Almost all the project components were
successfully completed, despite a delay of 47 months. Thus, the Project has achieved its
outcome. Overall, therefore, the Project is rated effective in achieving its purpose.

C. Efficiency in Achieving Outcome and Outputs

41. The Project is currently highly viable economically. Economic rates of return are high in
all civil works components (ranging from 18% to 90%), and the Project was completed within
budget. Although it exceeded its time schedule by 47 months, it nevertheless is rated efficient.
Details of the economic reevaluation are given in Appendix 8.

D. Preliminary Assessment of Sustainability

42. Such issues as overloading and insufficient maintenance budget for DPWH have not
been resolved, despite this Project's intervention over almost 10 years. DPWH's capacity
building is not likely to be sustainable in the present context of institutional issues and personnel
management policies. Sustainability of the Project is rated less likely.

E. Environmental, Sociocultural, and Other Impacts

43. The initial environmental examination developed during Project preparation had
concluded that no major environmental impacts would result from the Project because all roads
already existed, and this proved to be the case. However, from the social perspective, LAR
activities were the major issue for project implementation and the main reason for the Project’s
delay. Given the importance of the LAR issue, a specific LAR completion report was prepared
(Appendix 9).

V. OVERALL ASSESSMENT AND RECOMMENDATIONS
A. Overall Assessment

44, Overall, given the assessment of its high relevance, effectiveness, efficiency, and less
likely sustainability, the Project is rated successful.



B. Lessons Learned

45, Project Selection and Detailed Design Issues (Civil Works). LAR implementation
was one of the major problems encountered during project implementation, and it caused long
delay. The inclusion of ADB policies in the loan agreement must be ensured. For the sake of
more efficient implementation, it is advisable to concentrate on a specific geographical area
rather than to pursue a scattered, large project.. Moreover, two major problems of detailed
design surfaced during implementation: (i) change of geotechnical and pavement conditions due
to the long delay between detailed design and actual construction; and (ii) absence of geometric
designs in the structural overlay component. These contributed to further implementation delay
as well as greater costs due to additional approval processes for supplemental works.

46. Procurement, Supplemental Agreements, and Contract Variations. These issues
may be efficiently remedied if the project management office could be given the appropriate
level of authority to approve such contracts and their variations.

47. Equipment. Regarding the issue of 170 vehicles procured for civil works, only rental or
lease arrangements should be used for field vehicles in the future to minimize such
complexities.

48. Field Visits. The Project’s implementation greatly benefited from the field visits that ADB
conducted in almost every review mission. These helped identify at an early stage and resolve a
variety of issues that could have potentially delayed implementation. Also, these helped avoid
potential reputational risks to ADB.

C. Recommendations
1. Project Related

49, Covenants. All the covenants in the loan and Project were relevant and valid. Through
future interventions, the covenants—and especially those that contribute to sustainability of the
sector—should be achieved. This is necessary given the EA’s capacity shortcomings,
institutional issues, and some factors external to the EA (including a lack of counterpart budget)
requiring long-term and continuous efforts in the sector to achieve positive changes or
development objectives of the Project.

50. Additional Assistance. Additional assistance is required to establish a computer-based
land management system for national roads, overloading, and road safety programs. Also,
assistance is necessary for the unfinished LAR activities of compensating the remaining
affected families by way of disturbance allowances.

51. Timing of the Project Performance Evaluation Report. The evaluation and report
may be undertaken in 2009, after the expected 2008 completion of the remaining civil works.

2. General

52. Advance LAR Actions. The expenditure eligibility policy, approved in 2005 and
whereby ADB'’s Innovation and Efficiency Initiative allows financing of LAR under ADB loans,
should be considered in the LAR process. Advance action should be taken to ensure adequate
timing of land acquisition where the LAR process is complex and time-consuming.
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53. Effective External Monitoring for LAR. It is essential to have an effective and efficient
external monitoring agent for LAR activities. This should be accomplished by recruiting and well
supervising a reputable firm and financing it under the ADB loan. This would avoid procurement
and disbursement delays that are common for government-financed works.

54, EA’s Institutional Capacity. During future interventions, the EA’s major institutional
constraints related to procurement should be resolved or remedied with some external
assistance.



PROJECT FRAMEWORK

Appendix 1 11

Design Performance Monitoring Assumptions
Summary Indicators/Targets Mechanisms and Risks
Goal Assumptions

Sustained economic
and social
development, and
particularly in rural
areas where
inadequate access
restricts the use of local
resources

Assist in raising per
capita income

Assist in reducing
poverty

Assist in reducing
unemployment and
underemployment

Not possible to
monitor for the Project,
as this is only one of
many inputs

Political stability
Matching projects
to reduce other
constraints to
improved and
balanced economic
and social
development are
successfully
implemented.

Purpose

Improve the national
road network to support
the Government'’s
programs and policies
for development and
maintenance of the
national road network,
and particularly in the
less developed areas

Reduce travel time

Reduce vehicle
operating costs

Reduce vehicle
maintenance costs

Prevent the current
accident rate from
rising

Achieve an economic
internal rate of return
(EIRR) of at least 12%

Progress reports

Project administration
mission

Project completion
report

National and regional
accident statistics

Assumptions

The roads chosen
to be improved are
critical to the
socioeconomic
development, and
there are strong
demands for the
roads chosen.

Road safety
aspects are
properly
incorporated.

Outputs
1. Civil works

1.1 About 840
kilometers (km) of
improved national
roads

1.2 Rehabilitation and
structural overlays of
about 800 km of
national roads

1.3 Replacement,
repair, and retrofitting of
about 400 bridges on
national roads

206 km improved road
in Luzon, 20 km in
Masbate, 368 km in
western Mindanao, 134
km in Palawan, and
112 km in Panay

800 km rehabilitated
and overlaid national
roads in Cebu, Luzon,
Negros, Panay, Panay,
Mindanao, and
Masbate

400 replaced, repaired,
and retrofitted bridges
in Luzon, Mindanao,
and Panay

Progress reports
Contract documents

Project administration
missions

Project completion
report

Assumptions

Designs
appropriate
Quality of
construction
assured
Improved
maintenance
implemented
Axle loads
controlled
Capacity expansion
utilized efficiently
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Design
Summary

Performance
Indicators/Targets

Monitoring
Mechanisms

Assumptions
and Risks

2. Consulting services

2.1 Supervision of road
improvements
construction

2.2 Field investigation,
design, and
construction
supervision for the road
rehabilitation and
structural overlay
program

2.3 Detailed design and
supervision of
replacement, repair,
and retrofitting of
bridges

2.4 Detailed designs for
a future project

3. Capacity building

3.1 Training for road
resealing
- Expertise for
training
- Trainees from
Department of Public
Works and
Highways (DPWH),
consultants, and
contractors
- Equipment and
materials

3.2 Pavement
investigations
- Expertise for
investigations and
monitoring
- Civil works for trial
pavements
- Equipment for
testing and

Quantity, quality, time,
and costs as appraised

Quantity, quality, time,
and costs as appraised

Quantity, quality, time,
and costs as appraised

Documented designs

Establish a resealing
unit in Bureau of
Research Standards

Train trainers in
resealing

Train 200 engineers,
technicians, and
operators in resealing
techniques

Introduce resealing of
asphalt concrete
surfaced pavements

Identify behavior of
asphalt concrete
pavements by laying,
investigating, and
measuring performance

Introduce new
overlaying techniques

Progress reports

Project administration
missions

Project completion
report

Progress reports

Project administration
missions

Project completion
report to monitor
- Purchase of
equipment
- Number of
trainers trained
- Number of
engineers,
technicians, and
operators trained
- Number of km of
resealing during
life of Project

Progress reports

Project administration
missions

Project completion
report

Assumptions

e Consultants are
sufficiently
experienced and
successfully impart
their knowledge to
design and
supervision.

e Selected
contractors are
properly qualified.

Assumptions

e Acceptance by
Executing Agency
and consultants

e Willingness of
contractors to
purchase their own
resealing
equipment

Assumptions

e Institutionalization
of new techniques
by Bureau of
Research
Standards

e Quality control on
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Design Performance Monitoring Assumptions
Summary Indicators/Targets Mechanisms and Risks
monitoring Identify, examine, use use of modified

- Counterpart staff

3.3 Routine road
maintenance
management system
(RMMS)
- Expertise for
development and
implementation
- Counterpart staff
- Hardware and
software

3.4 Highway planning
- Expertise in
pavement
management
system(PMS)

- Counterpart staff

- Equipment for
pavement evaluation
and traffic counting

- Hardware and
software

marginal materials for
road construction

Identify training needs
in Bureau of Research
Standards

Develop new RMMS
Train users

Demonstrate new
RMMS

Institutionalize RMMS

Customize Executing
Agency’s PMS

Train users

Executing Agency’s
Medium-Term Public
Investment Program
(MTPIP) for 1999-2004

Institutionalize
pavement management
system

Establish DPWH
budget line item for
preventive maintenance
of R3.5-4.0 billion per
year

Reports and reviews
of
- Administrative
review
- Supply RMMS
- Implement pilot
scheme
- Manuals
- Training packs
- Counterparts
trained
- Introduction of
RMMS
throughout the
country

Reports and reviews

of
- Introduction of
new PMS
- Counterparts
trained in
Development
Planning Division,
Project
Evaluation
Division, Road
Statistics
Division, and
Information
Computer Center
- Manuals and
training packs
- Performance
monitoring in
DPWH

Production of MTPIP

Production of Public
Investment program

General
Appropriations Act

marginal materials

Assumptions

e Political acceptance
e Executing Agency’s
acceptance

Assumptions

e Political acceptance
of preventive
maintenance
budget

e Turnover/training of
Information
Computer Center
staff




14 Appendix 1

Design
Summary

Performance
Indicators/Targets

Monitoring
Mechanisms

Assumptions
and Risks

3.5 Road safety
- Expertise in road
safety
- Counterpart staff
- Hardware and
software
- Remedial civil
works at hazardous
location

3.6 Project coordination
- Expertise in project
management
- Expertise in benefit
monitoring and
evaluation (BME)

3.7 BME

Redevelop National
Road Safety Plan
(NRSP)

Develop Road Safety
unit in DPWH
Undertake road safety
audits of roads to be
implemented 1997—-
1999

Establish accident cost
estimation system

Introduce funding of
NRSP by motor
insurance industry

Develop new highway
design standards

Recommend changes
in law enforcement

Revise driver testing
and introduce retesting

Prepare draft highway
code

Develop road safety
curriculum for schools

Introduce monitoring
system

Reduce road accident
rate by 2002

Project completion on
time

Project completion
within cost estimate

Project completion to
specific standards

Baseline data

Data on completion

Reports and reviews
- Adopt revised
NRSP
- Adopt new
highway design
standards
- Publish and
circulate highway
code
- Introduce new
curriculum in
schools
- Adopt fund
mechanisms for
NRSP
- National and
regional accident
statistics

Actual time

Actual cost

Road performance

Progress reports

Project administration
missions

Assumptions

e Acceptance by all
government
agencies

e Close coordination

e Funding
acceptance of
NRSP by insurance
industry

¢ Incentives to
enforce laws

e Accurate reporting
of accident
statistics

Assumptions

e Standards of
supervision

e Standards of
workmanship
Availability of funds
Contractors’
capabilities

Assumption

e Accuracy of data
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Design
Summary

Performance
Indicators/Targets

Monitoring
Mechanisms

Assumptions
and Risks

3.8 Privatize DPWH
equipment services
- Expertise in

construction industry

analysis
- Expertise in

institutional analysis

- Expertise in
equipment fleet
analysis and
management

- Expertise in human

resources
- Expertise in
commercialization
and privatization

Data 3 years after
completion

Assess potential for
development of the
local construction
industry

Assess capacity and
capability of Bureau of
Equipment (BOE)

Assess future role of
BOE

Assess potential for
privatization of BOE

Project completion
report

Post-evaluation
studies

Reports and reviews

New business plan for
BOE

Privatization of BOE

Assumptions

Political acceptance
and will to introduce
reform

Potential of local
construction
industry to absorb
role of BOE
equipment services
Amnesty for “lost”
equipment and
parts

procedures
Activities Inputs Assumptions
4.1 Consulting services e Progress reports o High priority will be
- Recruit consultants e Project assigned by the
- Consultant $49.7 million administration Government.
services missions e Adequate
= Supervision of 33.1 million | ¢ Contract Government
road documents revenues
improvement e Budget releases e Adequate budget
" Design. gnd 6.6 million | 4 Audited accounts and resources
supervision of allocation will be
structural made available
overlays ¢ No interference in
= Design and 5.0 million prequalification,
supervision of bidding, and award
bridges of contracts
* Detailed design 5.0 million « Cofinancing loan
for a future approved
project
4. 2 Civil works . e Progress reports
- Provide $534.2 million o Project
counterpart funds in administration
addition to loans missions
- Prequalify e Contract
contractors documents
- Bid and award e Budget releases
contracts

e Audited accounts
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Design

Summary

Performance

Indicators/Targets

Monitoring
Mechanisms

Assumptions
and Risks

4.3 Capacity building
- Recruit consultants
- Consultant
services

Resealing
training
Pavement
research
Road safety
Highway
planning
RMMS

PC and BME

- Procurement of
equipment

Resealing
training
Pavement
research
Road safety
Highway
planning

- Civil works

Resealing
Trial
pavements
Road safety
features

Total
IDC

$9.5 million
0.9 million
1.4 million

1.5 million
2.2 million

1.6 million
1.9 million

$7.6 million
0.7 million
0.4 million

5.5 million
1.0 million

$11.3 million
0.3 million
1.0 million

10.0 million

$612.3 million
$40.5 million

$652.8 million

Progress reports
Project
administration
missions
Contract
documents
Budget releases
Audited accounts

Progress reports
Project
administration
missions
Contract
documents
Budget releases
Audited accounts

Progress reports
Project
administration
missions
Contract
documents
Budget releases
Audited accounts

IDC = interest during construction, PC = project coordination.




Project Processing

9-27 October 1995
10 June-27 July 1996
6 September 1996

30 September 1996
23 June 1997

24 December 1997

Implementation

1997
20 May

23 June
22 September

19 December
24 December

1998

6 January

20 January
26 Jan-5 Feb
23 February

28 May
8 June

2 September

1 October

5 October

16-19 November
1999

27 January

3-7 February
21-25 February

30 April
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CHRONOLOGY OF EVENTS

- Fact-Finding Mission
- Appraisal Mission

- Loan Negotiations

- Loan Approval

- Loan Signing

- Loan Effectiveness

Asian Development Bank (ADB) approves award of four
contracts for supervision vehicle procurement
Export-Import Bank of Japan Loan Agreement is signed
OPEC Fund for International Development (OFID) Loan
Agreement is signed

Export-Import Bank of Japan loan declared effective

ADB loan declared effective

Project Coordinator commences services

OFID loan declared effective

ADB fields Inception Mission

ADB approves procurement of two falling weight
deflectometers from Phonix of Denmark

ADB confirms reallocation of loan proceeds

Kuwait Fund for Arab Economic Development Loan
Agreement is signed

ADB issues no objection to exclude Pandan Bridge from
Sixth Road Project

ADB approves change in procurement mode for all
contract packages under the bridge component to local
competitive bidding, regardless of contract amount

Kuwait Fund for Arab Economic Development loan
declared effective

ADB fields 1st Loan Review Mission

ADB approves final list of bridges under bridge component
OFID fields loan review mission

Kuwait Fund for Arab Economic Development fields loan
review mission

ADB approves use of Government Service Insurance
System GSIS performance security for SO contracts LZH-
A, LZH-B and LZH-C and road improvement contracts
6PY-1, 6PY-2, 6MI-10 and 6L-3
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10 November

15 Nov-1 Dec
14 December

6 December

2000
2 February

16 March

24-24 March

13-24 November
14 December

2001
13 March

17 May

12 July

24 August
17 October

25 October

13 November

5—-6 December

ADB approves use of revised bidding documents for CP
NG-A and all other contracts under structural overlay
component

ADB fields 2nd Loan Review Mission

ADB approves inclusion of Ortigas EDSA interchange in
Seismic Retrofit works under bridge component, contract
package J

ADB approves use of Portland cement concrete pavement
and inclusion of 7 km section within structural overlay
contract for CP MN-A

ADB issues no objection to the inclusion of Balayan to Taal
section under CP LZH-D

ADB recommends use of single-stage, two-envelope
bidding procedure with technical post-qualification prior to
evaluation of financial bids for the 3rd group of contract
packages under structural overlay component

ADB Mission meets with Department of Public Works and
Highways (DPWH) and consultants

ADB fields Midterm Review Mission

Wrap-up meeting for ADB Midterm Review Mission

Wrap-up meeting on surveys and review of land acquisition
and resettlement on 15 road improvement contract
packages conducted by ADB local staff consultants

ADB approves prequalification and disqualification of
contractors for contract packages 1A, 6, 8, 10 and T,
bridge component

ADB approves direct negotiations for consulting services
with (i) Cuervo Appraisers Inc. independent land appraisal
services and (ii) with the Institute of Agrarian and Urban
Development Studies of University of the Philippines Los
Bafios for resettlement data collection, processing, and
encoding

ADB accepts draft appraisal reports prepared by Cuervo
Appraisers for CPs 6P-1 and 6P-2

ADB disapproves request to include Puerto Princesa to
Brooke’s Point Road under structural overlay component
ADB approves reduction of implementation period from 32
months to 25 months of consulting contract for routine road
maintenance management, capacity building component
ADB disapproves release of 10% retention money for CP
LZH-D and LZH-E until expiration of the defects liability
period.

ADB commences 3rd Loan Review Mission



2002
15-25 January
21 March

29 April

10 July
19 July

25 October

2-5 December
5 December
10 December
2003

13-31 January

20 February
24 April

19 May
3 November

12 November

25-28 November

16 December
2004

15-16 January
28-30 January
20 February

2 March
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ADB continues 3rd Loan Review Mission

ADB approves final version of the first model resettlement
action plan (RAP) for structures

ADB disapproves anew the inclusion of Puerto Princesa to
Brooke’s Point section under scope of structural overlay
component due to nonavailability of funds

OFID approves extension of loan closing date from 30
June 2002 to 30 June 2003

ADB approves extension of loan closing date from 30 June
2002 to 30 September 2004

ADB advises DPWH that if no action is taken by 15
November 2002 on (i) Resettlement Plans for Structures,
(i) Policy for Land Compensation, (iii) Resettlement Plans
for Land, and (iv) Mulanay Resettlement Site, ADB will
stop disbursements on all 15 contract packages of the
road improvement component by 15 November 2002

ADB commences 4th Loan Review Mission

ADB informs DPWH of proposed change in Loan
Agreement’s provisions on land acquisition and land
valuation

ADB continues 4th Loan Review Mission

ADB continues 4th Loan Review Mission

Wrap-up meeting of ADB 4th Loan Review Mission

ADB informs the Department of Finance of suspension of
disbursements for road improvement civil works effective 1
June 2003 unless corrective measures on land acquisition
and resettlement are undertaken

ADB suspends disbursements for road improvement civil
works effective 1 June 2003

ADB approves cancellation of 6 contract packages not yet
awarded under bridge component

ADB disapproves adoption of interim payment scheme for
CP CB-A

ADB fields 5th Loan Review Mission

OFID temporarily lifts suspension to allow payment of
withdrawal applications 0042-0045

ADB conducts site inspections under 5th Loan Review
Mission

ADB continues site inspections under 5th Loan Review
Mission

Pre-wrap-up meeting for 5th Loan Review Mission

Community/consultation meeting for land acquisition and
resettlement plan (LARP) dialogue with affected persons
for CP 6L-3 in Infanta Municipal Hall, Quezon
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3—4 March
5 March

8-9 March

8-9 March
11 March
15-18 March
19 March
22-23 March
31 March

12 May

23 June

25 June

30 June

1 July

21 July
29-30 July
4 August

13 August

18 August
1 September
10 September

14 September

Public consultation LARP meetings for CP 6L-1 in Lucban,
Mauban, Sampaloc, and Tayabas town halls, Quezon
Public consultation LARP meeting for CP 6L-4 in Unisan
Town Hall, Quezon

Public consultation LARP meetings for CPs 6PY-1 and
6PY-2 in Barbaza, Bugasong, Culasi, Laua-an, Nabas,
Pandan, Patnongon, Sebaste, and Tibiao town halls, Aklan
and Antique

Public consultation LARP meetings for CPs 6P-1 and 6P-2
in Puerto Princesa and Roxas town halls, Palawan
Wrap-up meeting for ADB 5th Loan Review Mission

Public consultation LARP meetings for CPs MI-10, MI-13,
MI-14, and MI-15 in Guipos, Ipil, Pagadian City, Quiniput,
and Zamboanga City

DPWH submits final version of the Policy Framework for
Land Acquisition, Resettlement, and Rehabilitation

Public consultation LARP meeting for CP 6M-2 in
Cataingan and Placer town halls, Masbate

Public consultation LARP meetings for CPs 6L-5 and 6L-6
in Catanauan, Quezon

DPWH submits draft Model RAP for Land for Kabasalan-
Ipil Road Section (61-10) and schedule for remaining 14
RAPs for land

DPWH submits documents for lifting of suspension of
disbursements (assessment report, resettlement policy
framework, and monitoring mechanism)

DPWH submits budgetary assurance for compensation of
land under the LARP and timeframe for submission of
RAPs for land

DPWH submits clarification on the agreement with
Department of Environment and Natural Resources (DENR)
for land compensation without DENR’s approval

DPWH submits eight draft RAPs for CPs 6L-4, 6L-5, 6L-6,
6P-1, 6P-2, 6MI-9, 6MI-14, and 6MI-15

ADB lifts suspension of disbursements (1s' batch) for 6
road improvement contract packages (6P-1, 6P-2, 6PY-1,
6PY-2, 6MI-10, and 6MI-14) effective 9 July 2004

ADB fields Review Mission

ADB lifts suspension of disbursements (2" batch) for CP
6L-1, 6L-3, 6L-5, and 6MI-13

ADB issues no objection to apply a uniform compensation
package of R10,000 per affected structure in the Guipos
section of CP 6MI-9

ADB lifts suspension of disbursements (3rd batch) for CP
6L-4 and 6L-6

DPWH submits final version of RAP for Land for CPs 6L-4,
6P-1, 6P-2, and 6MI-15

DPWH submits final version of RAP for Land for CPs 6L-6,
6MI-13, and 6MI-14

Wrap-up meeting of ADB Loan Review Mission



23 September

5-6 October
10-11 November
30 Nov—-3 Dec

9 December

2005

31 January
13-15 April
25-26 May
2 June

8 September

30 Nov—-3 Dec
12 December

2006
12 January

17 January

2-3 February
15-17 February
18 and 30 May

2007
26 February
March—April
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ADB lifts suspension of disbursements (4th batch) for CPs
6M-2 and 6MI-15 effective 14 September 2004

ADB fields Special Review Mission

ADB Review Mission conducts field visits

ADB Review Mission conducts field visits

Wrap-up meeting of ADB Special Review Mission

DPWH submits revised LARP

ADB conducts field visits to La Union and Pangasinan
ADB fields Loan Review Mission

Wrap-up meeting of ADB Loan Review Mission

ADB lifts suspension of disbursements for CP 6MI-9
effective 24 August 2005

ADB Review Mission conducts field visits to Mindanao
ADB approves extension of loan closing date from 30
September 2005 to 30 May 2006

Wrap-up meeting for November—-December 2005 Review
Mission

ADB issues no objection to deletion of CPs L, M, and Q
under bridge component

ADB Mission conducts field visits to Quezon

ADB Mission conducts field visits to Northern Luzon

ADB fields Final Loan Review Mission

Actual closing of loan account
ADB fields Project Completion Report Mission
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PROJECT OUTPUTS: PLANNED AND ACTUAL

minor equipment

delivery; equipment for
resealing training
cancelled

Percentage
Completed
(as of 30 May
Project Component Planned Output Actual Output 2006)
A. Civil Works
Road Improvement Improvement of 840 687 km of national roads 82%
kilometers (km) of national improved under 15
roads contract packages
Structural Overlay Rehabilitation and 959 km of national roads 120%
structural overlay of 800 rehabilitated under 20
km of national roads contract packages
Bridge Program Replacement, repair, and 128 bridges with total 32%
seismic retrofitting of 400 length of 17,431 meters
bridges on national roads replaced, repaired, and
retrofitted under 16
contract packages
B. Capacity Building Road safety Completed, partly 100%
successful
Highway planning Completed, partly 100%
successful
Routine maintenance Completed, partly 100%
management system successful
Road resealing training Cancelled 0%
Pavement investigations Completed, highly 100%
successful
Hazard mapping Cancelled 100%
Project coordination Completed satisfactorily 100%
Benefit monitoring and Completed, partly 100%
evaluation successful
C. Equipment Procurement of 170 Procured and delivered 100%
project vehicles
Procurement of two falling Procured and delivered 100%
weight deflectometers
Procurement of other Partial procurement and 0%
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Percentage
Completed
(as of 30 May
Project Component Planned Output Actual Output 2006)
D. Consulting Services  Supervision of road Completed 100%

improvements construction

Field investigations, Completed 100%

design, and construction

supervision of the

rehabilitation and

structural overlay program

Field investigations; Completed 100%

detailed engineering

design; supervision of

replacement, repair, and

retrofitting of bridges; plus

training

Detailed engineering Cancelled 0%

design for a future project

Source: Asian Development Bank.
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APPRAISAL AND ACTUAL PROJECT COSTS

($ million)
Appraisal Estimate?® Actual (as of 30 May 2006)*
Foreign Local Foreign Local
Component Exchange Currency  Total Exchange Currency Total
A. Base Cost
1. Road Improvement
Civil Works 127.60 128.00 255.60 129.95 110.24 240.19
Right-of-Way 0.00 6.60 6.60 0.00 19.66 19.66
Design and Supervision 10.30 15.80 26.10 15.40 13.90 29.30
2. Structural Overlay
Civil Works 57.10 34.60 91.70 92.61 54.39 147.00
Design and Supervision 2.90 3.70 6.60 4.30 6.00 10.30
3. Bridge Program
Civil Works 30.30 24.70 55.00 30.27 24.77 55.04
Design and Supervision 3.00 2.00 5.00 6.11 7.35 13.46
4. Detailed Design for Future
Projects 2.00 3.00 5.00 0.00 0.00 0.00
5. Capacity Building
Civil Works 5.70 5.60 11.30 4.42 1.06 5.48
Equipment 5.90 1.70 7.60 5.20 2.90 8.10
Consulting Services 7.00 2.50 9.50 8.10 3.45 11.55
Subtotal (A) 251.80 228.20 480.00 320.92 219.16 540.08
B. Contingencies
1. Physical 15.10 12.40 27.50 0.00 0.00 0.00
2. Price 17.90 16.10 34.00 0.00 0.00 0.00
Subtotal (B) 33.00 28.50 61.50 0.00 0.00 0.00
C. Interest during 40.50 0.00 40.50 25.00 11.80 36.80
Construction
Total 325.30 256.70 582.00 25.00 11.80 576.88

#Excluding Kuwait Fund for Arab Economic Development component.
Sources: Asian Development Bank and Department of Public Works and Highways.
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PROJECTED AND ACTUAL DISBURSEMENTS

($ million)

Year Quarter Projected Actual Cumulative Annual
1998 First 2.00 1.00 1.00

Second 3.00 1.35 2.35

Third 4.00 1.21 3.56

Fourth 4.00 2.21 5.77 5.77
1999 First 5.00 1.25 7.02

Second 5.00 4.20 11.22

Third 4.00 1.67 12.89

Fourth 5.00 3.56 16.45 10.68
2000 First 2.00 2.97 19.42

Second 3.00 3.86 23.28

Third 4.00 3.38 26.66

Fourth 3.00 4.84 31.51 15.06
2001 First 3.00 2.93 34.44

Second 4.00 4.32 38.76

Third 4.00 4.44 43.20

Fourth 4.00 6.68 49.88 18.38
2002 First 3.80 3.34 53.22

Second 3.50 5.85 59.07

Third 2.50 4.34 63.41

Fourth 3.00 7.08 70.49 20.61
2003 First 2.80 3.46 73.95

Second 4.40 6.51 80.46

Third 4.40 4.75 85.21

Fourth 4.40 7.38 92.59 22.09
2004 First 6.00 2.72 95.31

Second 7.00 7.31 102.62

Third 5.00 6.29 108.91

Fourth 2.00 5.61 114.52 21.93
2005 First 5.00 2.33 116.85

Second 4.00 4.25 121.10

Third 4.00 6.23 127.33

Fourth 7.00 4.99 132.32 17.80
2006 First 9.00 4.09 136.41

Second 14.00 3.27 139.68

Third 11.60 7.57 147.25

Fourth 0.00 1.03 148.28 15.96
2007 First 0.00 0.30 148.58 0.30

Source: Asian Development Bank.



PROJECT IMPLEMENTATION SCHEDULE

Financial Year
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Llhojmgpvpepofurpnvprpujmprnvieppugnvgepupugnvpeppmpnvpe g fupviorpojaepivporppurpnvor v

Activity by Component

A. Road Improvement

Recruitment of Consultants
Prequalification of Contractors =
Bidding and Award of Contracts

9¢

Construction

9 xipuaddy

afslew]e

. Consulting Services

|B._structural overlay
1. Recruitment of Consultants

2. Prequalification of Contractors ]

3. Tender and Award of Annual Contracts

4. Civil Works e

5. Consulting Services (Engineering Design)

6. Consulting Services (Supervision)

C. Bridge Program

1. Recruitment of Consultants

2. Engineering Design, Preconstruction, and Supervision

3. Construction

D. Capacity Building
1. Road Safety
a. Recruitment of Consultants

b. Consulting Services and Technical Support

c. Procurement of Equipment and Materials
d. Implementation (Civil Works)

2. Resealing and Surface Dressing Training

a. Recruitment of Consultants
— f— e =3
b. Consulting Services and Training

c. Establishment of Training Facilities
d. Procurement of Equipment and Materials
3. Pavement Investigations

a. Recruitment of Consultants

b. Consulting Services

<. Procurement of Equipment %
— =

d. Civil Works (Pavement Trials) +

4. Highway Planning (Pavement and Bridge Management Systems)

a. Recruitment of Consultants.

b. Consulting Services and Technical Support

c. Procurement of Software & Equipment

5. Routine Maintenance Management System

a. Recruitment of Consultants

b. Consulting Services and Technical Support

6. Project Coordination

a. Recruitment of Project Coordinator
b. Consulting Services

7. Benefit Monitoring and Evaluation

a. Recruitment of Consultants

b. Consulting Services

E. Engineering Design

1. Recruitment of Consultants

2. Design Services

F._Advisory Technical Assistance
(TA 3652-PHI) Privatization of Department of Public Works and
Highways Equipment and Workshops

1. Recruitment of Consultants (by the Asian Development Bank)

2. Consulting Services

G. Hazard Mapping

1. Recruitment of Consultants
2. Consulting Services %

Actual

Legend: wmmm Original Schedule

Sources: Asian Development Bank and Department of Public Works and Highways.
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STATUS OF COMPLIANCE WITH LOAN COVENANTS

Covenant

Reference in Loan
Agreement

Status of Compliance

. Sector

1. The Borrower shall cause the
Project to be carried out with due
diligence and efficiency, in conformity
with sound administrative, financial,
engineering, environmental, and road
and bridge construction practices.

2. The Borrower shall cause the
Project to be carried out in
accordance with plans, designs,
standards, specifications, work
schedules and construction methods
acceptable to the Borrower and the
Bank. The Borrower shall furnish, or
cause to be furnished, to the Bank,
promptly after their preparation, such
plans, design standards,
specifications and work schedules,
and any material modifications
subsequently made therein, in such
detail as the Bank shall reasonably
request.

3. The Borrower shall ensure that
the activities of its departments and
agencies with respect to the carrying
out of the Project and operation of
the Project facilities are conducted
and coordinated in accordance with
sound administrative polices and
procedures.

4. The Borrower shall make
arrangements satisfactory to the
Bank for insurance of the Project
facilities to such extent and against
such risks and in such amounts as
shall be consistent with sound
practice.

5. The Borrower shall ensure that
the Project facilities are operated,
maintained, and repaired in
accordance with sound
administrative, financial, engineering,

Article IV, Sec. 4.01.

Article 1V, Sec. 4.03(b).

Article IV, Sec. 4.04.

Article IV, Sec. 4.05.

Article IV, Sec. 4.09.

Complied with. Project was
implemented in conformity
with sound administrative
engineering, environmental
and bridge construction
practices.

Complied with late. Project
was carried out in accordance
with planned designs and
standards acceptable to ADB.
However, the Project was
delayed, resulting in the
covenant being complied with
late.

Complied with. Project was
properly coordinated.

Complied with.
Arrangements for insurance of
the Project facilities against
risks adequately provided.

Complied with. Project
facilities are properly operated
and maintained satisfactorily.
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Covenant

Reference in Loan
Agreement

Status of Compliance

environmental, and road and bridge
Construction, maintenance, and
operational practices.

6. DPWH shall monitor and evaluate
the project benefits by compiling and
analyzing necessary traffic and
socioeconomic data for the project
roads and the areas influenced by
the presence of the roads. The
nature of the data to be collected, the
methodology for the analysis to be
used, and the timing for monitoring
the benefits shall be agreed between
the Borrower and the Bank. In
particular, baseline socioeconomic
profiles shall be prepared for the
hinterland areas of the road
improvement program to assess the
existing situation prior to
commencement of construction
activities, at the completion of
construction, and about three years
after Project completion.

7. The Borrower, through DPWH,
shall establish an expanded annual
preventive maintenance program for
the national road network
commencing with the 1998 budget.
The Borrower shall include in the
1998 budget proposal an annual
allocation totaling at least 2
2,000,000,000, which shall be
increased annually in line with the
Borrower’s construction price index.
Following establishment and
institutionalization of the pavement
management system under the
Project, annual allocations shall be in
line with priorities identified by such
system.

8. The Borrower, through DPWH,
shall continue to provide and adjust
allocations for routine road
maintenance using the equivalent
maintenance kilometer (EMK)
formula, in real terms based on

Schedule 6, para 6.

Schedule 6, para 8.

Schedule 6, para 9.

Complied with. Starting in
2002, performance indicators
have been established under
the Road Information and
Management Support System
Project.

Partly complied with. Not
complied from 1998 to 2002.
The covenant was complied in
2002, with an allocation of
P3.59 billion. This covenant
was not complied with from
2003 to 2006.

Not complied with. EMK
decreased from
Php75,226/km in 2001 to
Php70,758/km in 2002. This
has decreased to
Php56,158/km in 2003, and
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Covenant

Reference in Loan
Agreement

Status of Compliance

allocation in 1996 and increased in
line with the Borrower's construction
price index.

Upon completion of the routine road
maintenance management technical
support under the Project, DPWH
shall discuss with the Bank the
actions required to implement any
changes in the method of allocating,
using and monitoring annual routine
maintenance appropriations for
national roads, and shall implement
by 30 June 1999 such actions as are
agreed upon. DPWH shall (i) ensure
that its routine road maintenance
activities are primarily implemented
under contract,

(i) propose that a minimum of 75
percent of annual routine
maintenance, in terms of value, is
undertaken using local contractors,
and (iii) ensure that a minimum of 90
percent of preventive maintenance, in
terms of value, is implemented under
contract.

9. The Borrower shall ensure that
DPWH, through its regional and
district offices, allocate sufficient
resources under EMK allocations
between 1997 and 2000 to effectively
repair and replace identified failed
concrete slabs, and remedy defects
causing the failures, on previous
Bank-assisted road projects
constructed with this type of
pavement. An annual report on these
activities shall be provided to the
Bank before 31 March of each year
following the Effective Date.

10. Within one month after the
Effective Date, DPWH shall form and
commence the operation of a road

Schedule 6, para 10.

Schedule 6, para 11.

further in 2004 to Php53,988.
However, it, increased to
Php60,923/km in 2005, and
Php61,779 in 2006.

Complied with late. Routine
Road Maintenance
Management consultants
started their services on 15
January 2002. The services
were completed in April 2006
with a delay of 27 months.

Not complied with. While
preventive maintenance is
almost entirely contracted out,
only 70% of routine
maintenance is implemented
by contract. DPWH did not
proposed to Congress to
increase this share to 75% in
the 2002 budget; this was
similar for 2003, 2004, 2005,
and 2006.

Complied with. DPWH
confirmed that P116.7 million
has been allocated from the
FY2001 Preventive
Maintenance Program to
repair and replaced the failed
slabs. Works have been
carried out by the concerned
District Offices by 2004.

Complied with. The road
safety unit was established
under the restructuring of the
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Covenant

Reference in Loan
Agreement

Status of Compliance

safety unit to provide the necessary
technical input for DPWH
components relating to and
promoting road safety throughout the
Philippines. The Road Safety Section
shall have a minimum of four
professional staff, qualified in related
fields, and other necessary
supporting staff.

11. Upon the completion of the
consulting services provided under
the Project for the review and
preparation of a revised National
Road Safety Action Plan, DPWH and
the Borrower’s Inter-Agency Road
Safety Committee shall discuss the
Action Plan with the Bank and
identify the actions required to
implement a time-bound program to
promote national road safety
awareness and implement the
identified priority components.
Implementation of the agreed Action
Plan shall commence by 1 January
1999. Within six months after the
commencement of civil works for the
improvement of roads under Part | (a)
of the project, DPWH shall ensure
that a road safety audit is undertaken
for each road financed under the
Project, and that recommendations to
improve road safety, if any, are
adequately incorporated in the
contract documents.

12. Prior to 31 December 1997, the
Borrower shall undertake a review of
the problems associated with vehicle
overloading and prepare a time-
bound action program to mitigate the
incidence of overloading nationwide.
The results of this review shall be
discussed with the Bank during the
midterm review of the Project.

Schedule 6, para 12.

Schedule 6, para 13.

Planning Service in Sep 2001.
However, the decision was
taken to transfer this unit to
the Road Program Office, and
only 2 of the 6 concerned staff
are expected to actually
transfer. Therefore, there is
still a risk that this unit be
understaffed and therefore,
not fully operational.

Partly complied with.
Ongoing. The road safety
consultants completed their
services in February 2004.

Road safety concerns in
general have been integrated
at the stage of detailed
design. However, detailed
investigations and black-spot
identification etc. were not
possible at design stage due
to the late timing of road
safety consultants'
recruitment, which was after
the detailed design was
completed. Nevertheless,
road safety experts' outputs in
capacity building of DPWH's
planning service has
enhanced DPWH engineers to
perform road safety audit of all
structural overlay and road
improvement contracts. This
is ongoing, even after loan
closing.

Not complied with. DPWH
Planning Service, as the lead
agency in weigh bridge
operation, took the lead of a
technical working group with
two co-implementing
agencies, Department of
Transportation and
Communications — Land
Transportation Office and
Philippine National Police —
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Covenant

Reference in Loan
Agreement

Status of Compliance

13. DPWH shall submit to the
President's Office a draft
Administration Bill providing for a new
system of road classification and
shall take all necessary action to
support its enactment before 30 June
1998.

14. DPWH shall ensure that the
capacity building components under
Part Il of the Project are integrated
with DPWH's Road Information and
Management Support System, and
shall keep the Bank informed on an

Schedule 6, para 15.

Schedule 6, para 16.

Traffic Management Group, to
finalize a joint circular on
enforcement of the rules and
regulations on gross vehicle
weight of freight trucks. The
joint circular was signed on 19
Nov 2001 and published on
12 Jan 2002. Review was
completed and time-bound
action plan prepared in 2002,
however, no implementation
has taken place.

Partly complied with;
Ongoing. A technical
working group comprising
DPWH, Department of the
Interior and Local Government
and Local Government Unit
representatives was convened
from Sep to Dec 2002 and
recommended a simplified
and more workable
classification. Such
classification would result in
the declassification of about
8,800 km of national roads. A
consultative conference held
on 6 Feb 2003 with the
provincial governors
confirmed that the issue of
rehabilitation and
maintenance of the
declassified national roads
needs to be addressed before
any road classification
exercise can be carried out.
Pilot implementation has been
initiated by DPWH, but there
is no definite schedule or
direction for this
implementation.

Complied with.
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Covenant

Reference in Loan
Agreement

Status of Compliance

annual basis of the progress in
preparing such system. Prior to the
implementation of the findings,
DPWH shall discuss the various
proposals with the Bank.

15. DPWH shall establish in 1997,
guality assurance units (QAUS) to
review road maintenance operations
and expenditures and annually
review the civil works

contracts under the Project. DPWH
shall promptly provide the Bank with
copies of the review reports,
Commencing in 1998, the QAUs will
review road maintenance programs
and expenditures on all national
roads improved under the Bank’s
Fourth and fifth road Improvement
Projects and provide the Bank with
annual reports detailing the overall
activities and accomplishments of the
previous year.

16. The Borrower shall present for
legislative discussion the proposed
reforms for uniform classification of
trucks and the adjustment of taxation
of new vehicles prepared under the
1990 Bank-financed Road and Road
Transport Sector Program Loans and
related technical assistance (Loan
Nos. 1046-PHI [SF] and 1047-PHI
and TA Nos. 1412/1413/1414-[PHI]).
The Borrower shall take all necessary
action to support its enactment prior
to 30 June 1998.

17. Upon completion of the
Technical Assistance, the Borrower
shall discuss the findings with the
Bank and agree on an action plan to
implement the findings and
recommendations of the Technical
Assistance.

Schedule 6, para 18.

Schedule 6, para 14.

Schedule 6, para 17.

Complied with each year.

Complied with. Adjustment of
vehicle registration charges
(including uniform charges for
private trucks and trucks for
hire) was implemented
starting 2001, under the Motor
Vehicle User Changes
(MVUC) Act of 27 June 2000.

Not complied with. The TA
was completed by the end of
May 2001. The Department of
Budget and Management
DBM has requested DPWH to
submit their action plan to
dismantle the Bureau of
Equipment (BOE). DPWH has
not complied with this. So far,
there is no change in BOE in
this respect.
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Covenant

Reference in Loan
Agreement

Status of Compliance

Il. Environmental

18. The Borrower shall ensure that
appropriate environmental protection
controls and safety devices are
included in the design and
implementation of the civil works
provided under the Project, and shall
implement the Project, and operate
and maintain in the civil works
provided under the Project, in
accordance with the Borrower's
environmental standards.

Schedule 6, para 7.

Complied with.

I1l. Social

19. The Borrower shall acquire in a
timely manner all such land,
properties, rights-of-way, easements,
leases, and other property rights as
are required for the implementation of
the Project.

Schedule 6, para 4.

Complied with late.
Resettlement plans (RPs) for
structures and for land were
fully completed, and approved
by ADB and DPWH in 2005.
Compensation for structures
is now completed 99.9%,
while compensation for land is
99% completed.

IV. Financial

20. The Borrower shall

() maintain, or cause to be
maintained, separate accounts

for the Project; (ii) have such
accounts and related financial
statements audited annually, in
accordance with appropriate auditing
standards consistently applied, by
independent auditors whose
gualifications, experience and terms
of reference are acceptable to the
Bank;

(iii) furnish to the Bank, as soon as
available but in any event not later
than nine months after the end of
each related fiscal year, certified
copies of such audited accounts and
financial statements and the report of
the auditors relating thereto
(including the auditors’ opinion on the

Article 1V, Sec. 4.06(b).

Complied with each fiscal
year.

Complied with each fiscal
year.
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Covenant

Reference in Loan
Agreement

Status of Compliance

sue of the Loan proceeds and
compliance with the covenants of this
Loan Agreement), all in the English
language; and

(iv) furnish to the Bank such other
information concerning such
accounts and financial statements
and the audit thereof as the Bank
shall from time to time reasonably
request.

Complied with.

V. Economic

21. DPWH shall monitor and
evaluate the Project benefits by
compiling and analyzing necessary
traffic and socioeconomic data for the
Project roads and the areas
influenced by the presence of the
roads. The nature of the data to be
collected, the methodology for the
analysis to be used, and the timing
for monitoring the benefits shall be
agreed between the Borrower and
the Bank. In particular, baseline
socioeconomic profiles shall be
prepared for the hinterland areas of
the road improvement program to
assess the existing situation prior to
commencement of construction
activities, at the completion of
construction, and about three years
after Project completion.

Schedule 6, para 6.

Complied with all activities
during the Project. Baseline
socioeconomic profiles were
prepared for the hinterland
areas of the road
improvement program to
assess the existing situation
prior to commencement of
construction activities, and at
the completion of
construction. For the first, the
consultants completed their
work in August 2001 and the
latter in August 2006.

VI. Others

22. The Borrower shall make
available, promptly as needed, the
funds, facilities, services, land, and
other resources which are required,
in addition to the proceeds of the
Loan, for the carrying out of the
Project and for the operation and
maintenance of the Project facilities.

23. In the carrying out of the Project,
the Borrower shall cause competent
and qualified consultants and
contractors, acceptable to the

Article IV, Sec. 4.02.

Article IV, Sec. 4.03(a).

Complied with.

Complied with.
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Covenant

Reference in Loan
Agreement

Status of Compliance

Borrower and the Bank, to be
employed to an extent and upon
terms and conditions satisfactory to
the Borrower and the Bank.

24. The Borrower shall maintain, or
cause to be maintained, records and
accounts adequate to identify the
goods and services and other items
or expenditure financed out of the
proceeds of the Loan, to disclose the
use thereof in the Project, to record
the progress of the Project (including
the cost thereof) and to reflect, in
accordance with consistently
maintained sound accounting
principles, the operations and
financial condition of the agencies of
the Borrower responsible for the
carrying out of the Project and
operation of the Project facilities, or
any part thereof.

25. Without limiting the generality of
the foregoing, the Borrower shall
furnish, or cause to be furnished, to
the Bank monthly reports on the
carrying out of the Project and on the
operation and management of the
Project facilities. Such reports shall
be submitted in such form and in
such detail and within such a period
as the Bank shall reasonably request,
and shall indicate, among other
things, progress made and problems
encountered during the month under
review, steps taken or proposed to be
taken to remedy these problems, and
proposed program of activities and
expected progress during the
following month.

26. Promptly after the physical
completion of the Project, but in any
event not later than three months
thereafter or such later date as may
be agreed for this purpose between
the Borrower and the Bank, the
Borrower shall prepare and furnish to

Article IV, Sec. 4.06(a).

Article 1V, Sec. 4.07(b).

Article IV, Sec. 4.07(c).

Complied with each year.

Complied each month.

Not complied with. DPWH is
currently finalizing the
document.
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Covenant

Reference in Loan
Agreement

Status of Compliance

the Bank a report, in such form and in
such detail as the Bank shall
reasonably request, on the execution
and initial operation of the Project,
the performance by the Borrower of
its obligations under the Loan
Agreement and the accomplishment
of the purposes of the Loan.

27. A midterm review, in which
senior officials from DPWH,
Department of Finance, Department
of Budget and Management, and the
National Economic and Development
Authority shall participate, shall be
carried out before 31 December
1998. The objective of the midterm
review shall be to enable the
Borrower and the Bank to make
appropriate adjustments in the
Project to ensure that the Project will
achieve its intended objectives.

28. Execution of Contract. After the
conclusion of negotiations but before
the signing of the contract, the Bank
shall be furnished with a copy of the
negotiated contract for approval.
Promptly after the contract is signed,
the Bank shall be furnished with three
copies of the signed contract. If any
substantial amendment of the
contract is proposed after its
execution, the proposed changes
shall be submitted to the Bank for
prior approval.

29. The selection criteria for
subprojects for rehabilitation and
structural overlay under Part I(b) of
the Project and for bridges under Part
I(c) of the Project shall be as agreed
upon by the Bank and DPWH.

30. To promote transparency, local
ownership, and participation in the
Project, and to facilitate project
implementation, DPWH shall
convene meetings at least twice a

Schedule 6, para 5.

Schedule 5, para.3(d).

Complied with.

Complied with.

Complied with.

Complied with.
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Covenant

Reference in Loan
Agreement

Status of Compliance

year for each civil works contract. In
addition to DPWH regional and
district staff, local government
officials, community group leaders
and nongovernment organizations
interested in the Project shall be
invited to attend meetings the
meetings and participate in the
discussions conducted at such
meetings. The main points of
discussion and a list of the
participants shall be provided to the
Bank within one month after each
such meeting.

ADB = Asian Development Bank, DPWH = Department of Public Works and Highways.

Source: Asian Development Bank.
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ECONOMIC REEVALUATION
A. General

1. The economic evaluation of the Project covered the following civil works components,
as implemented:
0] Road improvement component, which involved improving 687 kilometers
(km) of national roads;
(i) Structural overlay component, which involved rehabilitation and structural
overlay of 959 km of national roads; and
(iii)  Bridge component, which involved the replacement and widening of 253
bridges on national roads in Luzon, Mindanao, and Panay.

2. Only those roads and bridges subject to economic evaluation during the appraisal
were reevaluated here. This will be explained in the paragraphs below.

B. Appraisal and Project Completion Methodology

3. The economic analysis was based on reevaluation of data on traffic, operational
performance, costs, and benefits of the civil works components.

4, The assumptions from the appraisal were generally used but were modified where
necessary, depending on the updated information. A project life of 20 years was assumed,
all benefits and costs were expressed in 2006 prices, and a social discount rate of 15% was
used in calculating the economic internal rate of return (EIRR).

5. Capital investments were revised to reflect 2006 prices and included in the cost
stream. Economic cost is 85% of the total financial costs, which is composed of civil works,
consultancy, and right-of-way acquisition. Taxes comprise 15% of the total cost.

6. The maintenance regime used by the Department of Public Works and Highways
(DPWH) involves two types of maintenance works, namely routine and periodic. Routine
maintenance is work done annually regardless of road condition. The total routine
maintenance cost is the sum of: the road length multiplied by the equivalent maintenance
kilometer (EMK)* multiplied by the factors representing each of the road elements that
include surface type, thickness of surfacing layers, traffic volume, and roadway width and the
road length. It includes vegetation control, cleaning ditches, cleaning and repairing culverts,
cleaning and repairing traffic signs, etc. Routine maintenance cost for bridges is calculated
as the product of the factors of width and the length in linear meter for each type of bridge.
All these factors are given in Table A8.1 below.

Table A8.1: Equivalent Maintenance Kilometer (EMK) Factors for Routine Maintenance

1. Factors for Surface Type, Thickness of Surfacing Layers and Traffic Volume

Earth or gravel surface

Average annual daily below 25-49 50-74 75-99 100- 150- 200- 300- over
traffic (AADT, vehicles 25 149 199 299 399 400
per day)

Thickness of layer
Earth or gravel < 20 cm 0.35 0.40 0.50
Gravel > 20 cm 0.40 0.60 0.09 1.40 1.90 2.20 2.40 2.50 2.60

! Equivalent Maintenance Kilometer (EMK) is a value determined by DPWH each year for road maintenance

budgeting purposes. The EMK value for 2004 to 2006 was £38,770.
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Bituminous pavement surface
AADT vehicles per day below 400- 600- 1,000~ 1,500- 2,000- 3,000- 5,000- over
400 599 999 1,499 1,999 2,999 4,999 9,999 10,000
Thickness of layer
1-3cm 1.10 1.55 2.10 2.50 2.60
>3-6cm 1.00 1.25 1.55 2.00 2.20 2.30 2.40 2.50
> 6-10 cm 0.70 0.85 0.95 1.20 1.65 1.85 1.95 2.10 2.20
>10cm 0.50 0.60 0.70 0.80 0.90 1.00 1.10 1.15 1.20
Concrete pavement surface
Any thickness 0.50 0.60 0.80 0.85 0.90 0.95 1.00 1.05 1.10
2. Factor of Roadway Width, Fw
Surface type Width Fw
Bituminous or concrete pavement <=7.50m 1.00
>750m<10m 1.15

>=10m 1.30
Gravel or earth <5m 0.80

>=5m 1.00
3. Factor for Bridges, F» [EMK = Fp, X length (m)]
Concrete bridges Fp = 0.01
Steel bridges Fp = 0.035
Temporary bridges (bailey and timber bridges) Fpb = 0.10

AADT = average annual daily traffic, cm = centimeter, EMK = equivalent maintenance kilometer, m = meter.

Source: Department of Public Works and Highways.

7. Periodic maintenance covers all items of work, including road surface repair,

resurfacing, and shoulder repair. No periodic maintenance operations are required for

permanent bridges for a period of 20 years.

Table A8.2: Periodic Maintenance Unit Costs (2006 Prices)

Economic Financial
Surface Cost Cost

Type Work Activity Unit (Peso) (Peso)

Asphalt Drainage (Culverts and Ditches) km 26,768 36,622

Sealing Cracks m? 171 220

Patching Potholes m? 1,151 1,479

Edge Repair m? 860 1,109

Asphalt Concrete Overlay (50 mm) m? 622 809

(80 mm) m? 860 1,116

(100 mm) m? 1,036 1,343

Concrete  Joint Sealing m 46 59

Patch Potholes m’ 793 1,021

Slab Replacement (180 mm slab) m? 4,036 5,148

(190 mm slab) m? 4,281 5,434

(200 mm slab) m? 4,485 5,721

(230 mm slab) m? 5,158 6,579

(250 mm slab) m? 5,652 7,210
km = kilometer, m* = square meter, mm = millimeter.
Source: Department of Public Works and Highways.

8. For computing the benefits, a consumer surplus approach was adopted. Benefits

include vehicle operating costs (VOC) savings, travel time savings, and maintenance costs

savings, in 2006 prices.

9. The traffic mix used in the Project includes cars and motorcycles as private transport,
jeepneys and buses as public transport, and all classes of trucks as freight transport. The
regional traffic growth rates were provided by DPWH. Those growth rates are shown below
for three different vehicle classes. Traffic growth rates estimated by DPWH are generally
decreasing. The table below shows the traffic growth of the subject regions.
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Table A8.3: Traffic Growth Rates by Vehicle Class and Region

(%)
Region Region Region Region Region Region Region

Vehicle Class/Period Il [\ V VI VIl IX X
Private Transport

<2003 3.0 45 4.2 3.0 4.0 2.0 35
2003-2008 3.0 45 4.2 3.0 4.0 2.0 35
2009-2014 3.2 6.2 4.4 3.0 4.0 25 35
2015-2020 3.0 4.0 25 2.8 35 2.0 2.0
2021-2025+ 25 35 2.0 25 25 15 2.0
Public Transport

<2003 6.4 5.5 6.0 45 6.4 4.5 6.3
2003-2008 6.4 55 6.0 45 6.4 45 6.3
2009-2014 7.2 5.0 5.0 4.0 7.2 5.0 5.9
2015-2020 6.3 45 4.5 35 6.3 45 4.5
2021-2025+ 5.3 4.0 4.0 3.0 5.3 4.0 4.0
Freight Transport

<2003 4.3 5.2 5.1 3.6 4.3 4.0 3.7
2003-2008 4.3 5.2 5.1 3.6 4.3 4.0 3.7
2009-2014 4.8 5.6 4.8 4.7 4.8 45 35
2015-2020 4.3 5.0 4.3 45 4.3 35 2.7
2021-2025+ 3.7 3.9 3.6 3.7 3.7 3.1 25

Source: Department of Public Works and Highways.

10. Shown below are the basic VOCs at ideal conditions, which is to say travel speed of
60 km per hour along paved flat terrain of 3.1 meter lane width and 1 meter shoulder width,
with good drainage and free-flowing traffic. Time cost consists of person-time and cargo-time
costs. These values are used in computing the EIRR in the road improvement and bridge
components.

Table A8.4: Basic Vehicle Operating Cost (2006)

Running Cost Fixed Cost Time Cost
Vehicle Type (Peso/kilometer)  (Peso/kilometer) (Peso/minute)
Cars 6.53 0.68 5.25
Jeepneys 4.04 1.68 7.49
Vans 4.67 1.48 2.56
Motorcycle 1.93 0.10 1.42
Tricycle 1.67 0.36 1.42
Small and large buses 15.90 3.89 27.82
Two-Axle Truck 11.56 3.11 1.03
Two-Axle Truck 22.39 4.94 2.08
Art-Truck 23.29 6.02 2.12

Source: Department of Public Works and Highways.

11. The economic evaluation methodology was based on comparing benefits and costs
on a “with-" and “without-project” basis.

C. Evaluation Models Used in Appraisal and Reevaluation

12. Both during appraisal and here, a specific program named ECOVAL? was used in
analyzing the subprojects in the road improvement component.

2 ECOVAL, which is an acronym for Economic Evaluation of Highway Investments and a key component of the

DPWH Highway Planning Manual of 1982, is a comprehensive system for assessing road user cost and was
established in the Philippines in 1978. It calculates unit road user costs, including all the standard running,
fixed, and time cost elements, for a road of defined alignment and surface condition. The spreadsheet version
was used during the appraisal and the present project completion report. The VOC savings are computed
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13. During appraisal, the road sections under the structural overlay component were
evaluated using Highway Design and Maintenance Il (HDM lII). In the present reevaluation,
the Highway Development and Management IV Tool (HDM IV)® was used because of the
unavailability of HDM Il calibrated to Philippine conditions, and also due to the completely
different computer operating system during appraisal and now. Concerning the pavement
management system, however, the two programs behave similarly.

14, For bridges, the Bridge Evaluation Program * used during appraisal was the
spreadsheet version of a computer program used in the 1980s. This program is still being
used by DPWH. As for the reevaluation of bridges for widening, this computer program was
reconstructed since there was no electronic copy of the original program available. In the
hardcopy of the results generated by the original program it appears that the assumptions
were based on those presented in Highway Planning Manual 1982, Volume 7. These
assumptions were used in the reconstructed version. Then the program was integrated into
the Bridge Evaluation Program as one of the modules.

D. Economic Reevaluation of the Road Improvement Component
16. Listed below are the subprojects in contract packages under the road improvement
component. The contracts are divided into two groups: Group A for projects in Luzon,

Masbate, and Palawan, and Group B for those in Mindanao and Panay.

Table A8.5: Road Sections for Road Improvement

Contract Location Length
Package (province) Name of Road Project (km)
Group A
6L-1 Quezon Tayabas-Mauban-Lucban 60.50
6L-3 Quezon Infanta-General Nakar 6.10
6L-4 Quezon Malicboy-Macalelon 62.95
6L-5 Quezon Macalelon-Mulanay 48.82
6L-6 Quezon Mulanay-San Narciso 29.44
6M-2 Masbate Cataingan-Placer 19.94
6P-1 Palawan Puerto-Princesa-Langogan 67.00
6P-2 Palawan Langogan-Roxas 53.00
6PY-1 Panay Patnongon-Culasi 37.59
6PY-3 Panay Culasi-Nabas 44.31
Group B
6MI-9 Mindanao Pagadian-Buug 60.50
6MI-10 Mindanao Kabansalan-Ipil 65.00
6MI-13 Mindanao Ipil-Licomo 49.87
6MI-14 Mindanao Quinipot-Zamboanga City 43.85
6MI-15 Mindanao Licomo-Quinipot 42.59

km = kilometer.
Source: Department of Public Works and Highways.

17. Project benefits were estimated using ECOVAL. The economic analysis included the
benefits derived from (i) VOC savings, (ii) time savings through relieved congestion, and (iii)

using the incremental method (i.e., an incremental length of dl is added to the actual length if the road is not in
ideal condition producing the value I+dl. This value is multiplied by the factors representing the different road
elements and AADT producing an aggregate of vehicle operating costs. The difference between this and the
ideal situation is the VOC savings.

HDM Il uses a command prompt operating system while HDM IV uses the current Windows operating system.
The Bridge Evaluation Program estimates the benefits by quantifying those benefits due to reduced risk of
bridge unserviceability, benefits from increasing loading capacity, bridge unserviceability caused by flood,
reduced forced acceleration or deceleration on approaches, reduced congestion and delay, maintenance cost
savings, and residual value.

41
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maintenance costs savings. The VOC savings are the net VOC savings for vehicles using
the improved road. The time savings are the benefits resulting from a shorter travel time.

18. The latest traffic data as of 2006 were obtained from DPWH. Shown below are the
traffic data on each of the project roads, by vehicle classification.

Table A8.6: Annual Average Daily Traffic by Road Section

Motorcycles Two- Three-
and Axle Axle Articulated

Package Cars Jeepneys Vans Tricycles Buses Trucks Trucks Trucks Total

6L-1 726 278 289 236 193 292 173 54 2,241
6L-3 816 952 476 850 544 170 816 4,624
6L-4 238 121 80 1,137 37 107 95 1,815
6L-5 184 250 33 658 106 103 69 1,403
6L-6 163 222 29 582 94 92 61 163 1,406
6M-2 274 605 31 1,354 2 168 14 2,448
6P-1 1,451 536 32 757 252 95 32 3,155
6P-2 1,451 536 32 757 252 95 32 3,155
6PY-1 624 353 45 1,933 44 116 14 1 3,130
6PY-3 624 353 45 1,933 44 116 14 1 3,130
6MI-9 726 278 289 236 193 292 173 54 2,241
6MI-10 2,863 1,986 2,303 1,083 1,301 742 356 118 10,752
6MI-13 1,117 1,012 533 904 648 437 260 82 4,993
6MI-14 456 240 172 779 184 218 87 168 2,304
6MI-15 304 160 114 519 123 145 58 112 1,535

Source: Department of Public Works and Highways.

19. Table A8.7 shows the EIRRs during appraisal and reevaluation. The EIRRs in the
economic reevaluation are far higher than the EIRRs computed during appraisal, with the
lowest at 23.75% (Mulanay-San Narciso Road in Luzon) and the highest at 77.7% (lpil-
Licomo Road in Mindanao). This is due to two factors. First, the rate of increase in basic
VOC from 1995 to 2006 is faster than the rate of increase of project cost during the same
period. While both elements were subject to currency movements, the foreign component of
VOC (of approximately 95%) is greater than the foreign component of civil works (at some
45%). Second, the actual traffic resulting from the roads improvement is higher than the
traffic projected at appraisal.

Table A8.7: Results of Economic Reevaluation by Road Project

Economic Internal Rate

Contract of Return (%)
Package Name of Project Appraisal Revaluation
Luzon Roads
6L-1 Tayabas-Mauban-Lucban 17.4 40.08
6L-3 Infanta-General Nakar 13.0 74.15
Malicboy-Pitogo-San Narciso Road 13.7 37.46
6L-4 Malicboy-Macalelon 31.4 61.17
6L-5 Macalelon-Mulanay 20.6 31.40
6L-6 Mulanay-San Narciso 7.1 23.75
Masbate Road
6M-2 Cataingan-Placer 15.2 68.26
Palawan Roads 13.2 51.61
6P-1 Puerto-Princesa-Langogan 15.0 45.49
6P-2 Langogan-Roxas 15.1 58.12
Panay Roads 12.6 56.87
6PY-1 Patnongon-Culasi 7.1 65.54
6PY-2  Culasi-Nabas 16.3 48.05
Mindanao Roads 16.2 46.70

6MI-9 Pagadian-Buug 171 35.10
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Economic Internal Rate

Contract of Return (%)
Package Name of Project Appraisal Revaluation
6MI-10 Kabansalan-Ipil 22.4 70.50
6MI-13 Ipil-Licomo 171 77.70
6MI-14 Quinipot-Zamboanga City 27.5 48.00
6MI-15 Licomo-Quinipot 26.0 49.00

Source: Asian Development Bank.
E. Economic Reevaluation of the Structural Overlay Component
20. The subprojects under the structural overlay component are listed below.

Table A8.8: Road Sections for Structural Overlay

Contract Location Length
Package (province) Name of Road Project (km)
LZN-2 Quirino Gamu-Roxas 27.88
CB-A Cebu Barili-Carcar-Bato 122.62
LZB-A Batangas Luzon Minor Roads 37.01
LZH-A Zambales Olongapo-Infanta 14.65
LZH-B Pangasinan Infanta-Bugallon 35.50
LZH-C Pangasinan Alaminos-Bolinao 27.20
LZH-D Batangas Palico-Batangas City & Nasugbo 63.84
LZH-E Batangas Tagaytay-Palico Road 21.22
NG-A Negros Oriental Dumaguete-Siaton-Basay 121.88
PY-A lloilo/Antique lloilo-Asuman 83.55
PY-B Antique San Jose-Patnongon 26.50
PY-C Aklan Kalibo-Nabas 39.50
PY-D Aklan Patnongon-Nabas 27.88
MN-A Lanao del Norte lligan-Aurora 97.28
MN-D-(1) Lanao del Norte Calamba-Barcelona 31.65
MN-D-(2) Lanao del Norte Barcelona-Katipunan 29.79
MN-D-(3) Misamis Occidental and Katipunan-Manukan 56.19

Zamboanga del Norte
Source: Department of Public Works and Highways.

21. Person time cost, vehicle operating cost, and project benefits were estimated using
HDM IV. The 2006 prices of the road users’ costs components used in the model were
gathered from the DPWH'’s Road Information and Management Support System Project that
was part of the Project’s capacity building component. The passenger time costs by vehicle
type are shown in Table A8.9. The characteristics of the vehicle fleet as necessary for the
HDM 1V data set are shown in Table A8.10.

Table A8.9: Passenger Time Cost per Person in Peso (2006 Prices)

Representative Working Time Nonworking Time
Vehicle Type (Peso/Person-Hour) (Peso/Person-Hour)
Passenger car 400 100

Public utility, small and large buses,
and motor-tricycle
Source: Department of Public Works and Highways.

100 25




Table A8.10: Characteristics of the Philippine Representative Vehicles (2006)

Public Goods Rigid Rigid Semi- Semi-

Representative Motor- Passenger Utility Utility Small Large Truck Truck Trailer Trailer Trailer Trailer
Vehicle Type Tricycle Car (jeepneys) (vans) Bus Bus (2-axle) (3-axle) (4axles) (5axles) (4axles) (5 axles)
PCSE? 0.5 1.0 1.2 1.0 1.4 1.5 1.4 1.6 1.8 1.8 1.8 1.8
Number of

Wheels 3 4 4 4 6 6 6 10 14 18 14 18
Number of

Axles 2 2 2 2 2 2 2 3 4 5 4 5
Tire Type bias radial radial bias bias bias bias bias bias bias bias bias
Base Number

of Recaps 2.0 1.3 2.0 2.0 2.0 1.3 1.7 17 1.7 1.7 17 17
Retread Cost

(% of new) 30 30 30 30 30 30 30 30 30 30 30 30
Annual Vehicle-

Kilometers 25,000 17,500 60,000 25,000 70,000 80,000 50,000 50,000 60,000 60,000 40,000 40,000
Annual Working

Hours 1,200 500 2,400 1,500 1,800 2,200 1,500 1,500 1,800 1,800 1,500 1,500
Average Life of

Vehicle

(years) 12 15 12 12 12 15 15 6 6 6 8 8
Private Use

(% of total) 20 90 20 20 1 1 1 1 1 1 1 1
Passengers per

Vehicle® 25 2.75 12 4 20 45 1 1 1 1 1 1
Work-Related

Trips (% of

Total) 15 20 20 20 20 20 1 1 1 1 1 1
ESALF® 0.01 0.01 0.01 0.01 0.01 11 1.6 8.4 10.0 8.6 5.0 5.5
Operating
Weight

(mt, GVWY 0.3 1.3 2.2 2.0 5 12 19 42 54 60 25 30

mt = metric ton.

& Passenger car space equivalent (this assumes a passenger car as 1 unit of vehicle and expresses other vehicle categories in its multiples).
b Including driver.

¢ Equivalent standard axle load factor.
4 Gross vehicle weight.
Source: Department of Public Works and Highways.
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22. The AADT along the project roads for the structural overlay component are in Table

A8.11.
Table A8.11: Annual Average Daily Traffic by Road Section of Structural Overlay
(2006)
Motor-
cycles
Pas- Public Goods and Two- Three-
senger Utility Utility Tri- Axle Axle Articulated
Package Cars (jeepneys) (vans) cycles  Buses Trucks Trucks Trucks Total
LZN-2 338 80 245 119 24 73 65 15 959
CB-A 907 544 0 302 665 0 575 30 3,023
LZB-A 3,092 662 481 733 341 482 304 536 6,631
LZH-A 2,453 1,302 863 1,296 438 708 397 223 7,680
LZH-B 998 355 251 455 331 304 139 48 2,881
LZH-C 2,038 867 392 5,736 699 406 483 152 10,773
LZH-D 7,465 911 844 2,760 2,937 757 26 403 16,103
LZH-E 2,135 1,133 751 1,128 394 603 346 195 6,685
NG-A 1,964 1,097 89 440 34 80 7 33 3,744
PY-A 6,767 5,933 2,631 10,929 5,543 3,156 1,195 288 36,442
PY-B 91 80 35 147 75 42 16 4 490
PY-C 331 290 129 534 271 154 58 14 1,781
PY-D 624 351 45 1,933 46 116 14 1 3,130
MN-A 2,209 1,088 436 859 1,731 1,213 581 163 8,280
MN-D-(1) 1,059 581 209 89 159 304 146 13 2,560
MN-D-(2) 2,423 1,258 360 4,007 350 1,258 414 299 10,369
MN-D-(3) 2,819 874 170 558 158 278 133 49 5,039

Source: Department of Public Works and Highways.

23. The distresses that contributed to pavement deterioration in the project roads include
cracking (measured in percentage), roughness (in international roughness index: IRI),
surface, texture depth (in millimeter/kilometer [mm/km]), rutting (in mm/km) and potholing
(number/km) for asphalt and asphalt concrete pavements; and in slab failures (in
percentage), cracking (number/km) and roughness (in IRI) for concrete pavements. The
range of these distresses’ values used during appraisal are shown in Table A8.12 while in
the with-project case roughness equal to IRl 2.5 was assumed and that all recommended
repairs were executed accordingly. In the reevaluation, future traffic was projected using the
traffic growth rates as provided by DPWH.



A8.12: Condition of Road Sections before Structural Overlay

Base Case Conditions (General)

California
Contract Bearing Structural Failed
Package Pavement Roughness Crack Ratio Number Slab Repair Required
LZN-2 Asphalt 4.0 15.0 6.0 Asphalt concrete overlay on selected sections, repair works, shoulder and
concrete drainage improvement, road markings
CB-A Concrete 6.0 3.9 High 50 millimeters (mm) asphalt concrete overlay, replace failed slabs on 22%
overlaid of total, 70 kilometers (km) of shoulder and drainage improvement, scarify
125 mm subbase, road markings
LZB-A Overlaid 5.9 High 12.9 3.7 50 mm asphalt concrete overlay, reconstruction of base, replacement of
concrete failed slabs on 25% of total
LZH-A Overlaid 5.0 Medium 26.0 5.0 Medium 50 mm asphalt concrete overlay, reconstruction of asphalt concrete
concrete pavement, replacement of failed slabs on 2% of total
LZH-B Overlaid 5.0 Low 42.0 4.7 Medium 50 mm asphalt concrete overlay on selected sections, reconstruction of
concrete asphalt concrete pavement, replace failed slabs on 2.5% of total
LZH-C Asphalt 9.4 Medium 25.0 4.0 Scarify cement treated base and reconstruct asphalt concrete surface, 50
mm asphalt concrete overlay on selected sections, replace failed slabs on
20% of total
LZH-D Concrete 8.3 16.0 6.0 100 mm asphalt concrete overlay, replacement of failed slabs on 25% of
Overlaid total
LZH-E Concrete 3.5 15.6 7.9 50 mm asphalt concrete overlay, repair works, shoulder and drainage
Overlaid improvement, road markings
NG-A Asphalt 5.7 18.0 3.5 Asphalt concrete overlay on selected sections, repair works, shoulder and
drainage improvement, road markings
PY-A Asphalt 5.2 19.1 3.9 Scarify base course on selected sections, asphalt concrete overlay on
selected sections, replacement of failed slabs
PY-B Concrete 5.1 Medium 15.0 4.1 Medium  Asphalt concrete overlay on selected sections
PY-C Overlaid 5.5 Medium 15.0 4.5 High Asphalt concrete overlay on selected sections
concrete
PY-D Overlaid 6.5 13.0 High Asphalt concrete overlay on selected sections, application of subbase and
concrete asphalt concrete on selected sections, replacement of failed slabs
MN-A Asphalt 6.9 31.2 4.1 Base course and Portland cement concrete pavement (PCCP) on selected
roads, deep lift cement, stabilization; replacement of failed PCCP; drainage
improvement; road markings
MN-D-(1) Asphalt 2.0 Low 246.0 3.0 50 mm overlay
MN-D-(2) Asphalt 2.9 24.6 3.0 Scarify subbase, 100 mm subbase, 125 mm base course, 50 mm asphalt
concrete surface, replace failed slabs by PCCP on 15% of total, minor
drainage works, regravelling of shoulders, road markings
MN-D-(3) Asphalt 5.9 294 3.0 Scarify subbase, base course, and asphalt concrete on selected sections;

replacement of failed slabs by PCCP; minor drainage works; regravelling of
shoulders and road markings

Note: High=>25%, 25%>Medium>15%, Low<15%.
Source: Kampsax International, 1995. Final Report, Condition Survey, Pavement Design and Economic Evaluation of 2,164 km Roads Constructed Under ADB Loans.
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24, The table below (Table A8.13) shows the results of the reevaluation. The EIRRs from
the economic reevaluation are much higher than those from the appraisal. Noteworthy are the
large increases in the EIRRs of sections found not to be economically feasible* or only
marginally feasible during appraisal, such as Barili-Carcar Road (from 2.5% at appraisal to 45%
in the reevaluation), Dumaguete-Siaton-Basay section (from 8.8% to 23%), Calamba-Barcelona
section (from 13.3% to 29.1%), Barcelona-Katipunan section (from 5.9% to 52.4%), Patnongan-
Nabas (2.9% to 35.4%), and San Jose-Pathongan (4.4% to 18.3%). The increases may be
attributed to greater actual traffic volumes than estimated at appraisal. The role of these
sections in serving rapidly urbanizing areas in their respective corridors was not considered
during appraisal. In the case of Alaminos-Bolinao section, the EIRR in the reevaluation is four
times higher than the appraisal figure, again due to larger actual traffic than estimated at
appraisal. This section is part of the main road that serves the western corridor of Luzon Island.
Major tourist destinations are served by this road, including the Hundred Islands in the town of
Bolinao in Pangasinan Province.

Table A8.13: Results of Economic Reevaluation

Economic Internal Rate

Contract of Return (%)
Package Name of Road Project Appraisal  Reevaluation
LZN-2 Gamu-Roxas 23.1
CB-A Barili-Carcar-Bato 25 45.0
LZB-A Luzon Minor Roads 29.4 56.8
LZH-A Olongapo-Infanta 23.0 34.6
LZH-B Infanta-Bugallon 17.1 30.1
LZH-C Alaminos-Bolinao 19.1 89.9
LZH-D Palico-Batangas City and Nasugbu 55.7 85.5
LZH-E Tagaytay-Palico Road 18.1 37.1
MN-A lligan-Aurora 30.3 52.7
MN-D(1) Calamba-Barcelona 13.3 29.1
MN-D(2) Barcelona-Katipunan 5.9 52.4
MN-D(3) Katipunan-Manukan-Sindangan 19.5 44.0
NG-A Dumaguete-Siaton-Basay 8.8 23.0
PY-A lloilo-Asuman 26.1 26.4
PY-B San Jose-Patnongon 4.4 18.3
PY-C Kalibo-Nabas 15.8 41.5
PY-D Patnongon-Nabas 2.9 354

Source: Asian Development Bank.

F. Economic Reevaluation of the Bridge Component

25. Although 12 bridges were evaluated in the appraisal, only five were implemented. The
seven other bridges were deleted, as these were already being implemented by the DPWH
using funds from other sources. These bridges include Dupol along Oroquieta-Sindangan Road;
Atugan and Kabalahan along Sayre Highway; Kinogultan, Lugimit, and Solana along lligan-
Cagayan de Oro-Butuan Road; and Meycauayan along Manila North Road. All five bridges
targeted for widening that were evaluated during appraisal were part of the proposed Road
Improvement Project in Aklan but were later grouped into one package in the bridge component
during implementation. Table A8.14 shows the bridge projects actually implemented.

* It was recommended in the previous Fifth ADB Road Project study that while “a number of more remote sections in
Negros, Panay and Cebu show unsatisfactory economic results, and as such not viable projects, but for social and
development reasons, as well as the fact that the road is the only road in the locality, being either circumferential or
transversal in nature, said sections were included in the Project.”
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Table A8.14: Implemented Bridge Projects

Contract Location Length
Package (province) Name of Bridge (linear meter)
A. Replacement
L Bulacan Anyatam-2 36.0
L Bulacan Matungao 60.0
M La Union Pantar 43.0
M La Union Caba 60.0
4 Maguindanao Tamontaka 214.0
B. Widening
K Aklan Rizal 22.0
K Aklan Pakilawa 57.0
K Aklan Gibong 34.0
K Aklan Batuan 22.0
K Aklan Alimbo 28.0

Source: Asian Development Bank.

26. The traffic volumes which were used in the reevaluation and taken from the DPWH's
Roads and Bridges Information Application System database were grouped into five classes to
conform to the input format of the Bridge Evaluation Program. The traffic levels along bridges for
replacement are shown in Table A8.15. The traffic levels along the bridges for widening are the
same for all bridges since they are located along Nabas-Caticlan Road in Aklan, and are close
to one another. These bridges are Alimbo, Batuan, Gibong, Pakilaawa, and Rizal.

27. Traffic growth rates used in the reevaluation were taken from the DPWH Growth Rate
Table.

Table A8.15: Annual Average Daily Traffic on Bridges (2006)

Small
Cars/ and
Jeeps and Jeep- Large All Tricycle/

Bridge Vans neys Buses Trucks Motorcycle Total
A. Replacement
Anyatam-2 2,049 1,842 0 351 104 4,347
Matungao 2,631 514 79 280 845 4,348
Pantar 2,460 809 1,418 1,247 4,477 10,410
Caba 2,657 873 1,531 1,347 4,835 11,243
Tamontaka 2,049 1,842 0 351 104 4,347
B. Widening
All Projects 324 211 197 162 388 1,282

Source: Department of Public Works and Highways.

28. Shown below are the results of the economic evaluation. The results of the reevaluation
of bridges for replacement show a marked increase from the appraisal EIRRs. Pakilawa Bridge,
which was designated as unfeasible in the appraisal, registered a high EIRR in the reevaluation.
This may be explained by the increase in generated traffic brought about by urban development
in the corresponding corridor. Likewise, large traffic volumes generated by tourism explains the
doubling of the EIRRs of the bridges for widening in the reevaluation relative to appraisal. All
these bridges are located on the Nabas-Caticlan Road, which services Boracay Island, a major
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tourist destination in the Philippines. Projected traffic in the appraisal was based solely on
growth of normal traffic and did not account for traffic generated by tourism activity.

Table A8.16: Results of the Economic Reevaluation for Bridges

Economic Internal Rate

Name of of Return (%)
Package Project Appraisal Reevaluation
A. Replacement
L Anyatam-2 27.06 40.88
L Matungao 36.17 53.47
M Pantar 35.52 37.40
M Caba 22.93 39.17
4 Tamontaka 17.30 40.25
B. Widening 22.20 40.24
K Rizal 31.2 44.25
K Pakilawa 135 36.48
K Gibong 215 40.58
K Batuan 31.2 44.25
K Alimbo 25.3 41.77

Source: Asian Development Bank.
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LAND ACQUISITION AND RESETTLEMENT COMPLETION REPORT
A. Background

1. The improvement of over 840 kilometers (km) of national roads under the Project was
envisaged during the Fact-Finding Mission in October—December 1995 to require minimal land
acquisition and resettlement (LAR) activities. In the June—July 1996 Appraisal Mission, it was
anticipated that the proposed road improvement would be largely confined to existing rights-of-way
(ROWSs), and, consistent with the Fact-Finding Mission’s view, that land acquisition would be
minimal and no resettlement would occur. Since the LAR issue was not anticipated, the loan
covenant did not explicitly state that the Department of Public Works and Highways (DPWH)
should follow the Asian Development Bank (ADB) policy on LAR should there be policy differences.
Moreover, no inventory of affected persons was conducted. At the time of the Review Mission of
January 1999, LAR still was not an issue. It is also important to note that the ADB Policy on
Involuntary Resettlement was approved by the Board in November 1995. When the loan was
approved in September 1996, therefore, this policy was already in existence.

2. It was in late 1999 when the LAR issue was first observed during a review mission. A large
number of persons needed to be resettled because they had built homes and businesses within
the project roads’ ROWSs.

3. Further, during the Midterm Review in late 2000, ADB noticed that a significant number of
people were living on the ROW and needed to be resettled. The Review Mission listed several LAR
issues, namely: (i) informal and/or illegal dwellers had been treated on a case-by-case basis, and
they had generally not been compensated or supported in any way, although some of them had
already agreed to transfer in exchange for a promise of compensation; (ii) funding difficulty at
district level; (iii) no assistance provided to affected people for filing compensation claims; (iv)
actual disbursements for compensation of affected people were minimal; and (v) lack of knowledge
on the legal requirements for the relocation of informal settlers by district engineers, consultants,
and the affected families themselves.

4, LAR Assessment. Based on the aforementioned, DPWH and ADB agreed to assess the
impacts of LAR. The assessment conducted in March 2001 found that the Project’s impact on the
households was very significant. A large number of households were to be displaced due to loss of
their houses, businesses, and livelihoods although their estimate could not be made at that stage
due to incomplete census and inventory. Also, LAR activities had taken place in a most
uncoordinated and haphazard manner, leading to grievances; displacement of people without any
support being provided by the project authorities; and uprooting of their businesses, sources of
income, and livelihoods. The assessment, among other things, recommended that displacement of
affected families and compensation payments to them be suspended immediately until such time
as the inventories would be complete in all respects and resettlement plans could be prepared and
approved by ADB. Further, it recommended that ADB suspend all further disbursement of funds for
the Project until such time as DPWH had demonstrated its commitment to comply with the action
necessary for resettlement implementation to the satisfaction of ADB.

5. Change of Loan Covenant on LAR. In July 2001," ADB informed the Government that a
change in loan covenant on LAR was needed to formalize the Government's commitment to
implementing the resettlement plans in compliance with ADB policy and allocating necessary funds.

LA major legislative development occurred at the same time. In 2001, Republic Act (RA) 8974 was signed. RA 8974
facilitates the acquisition of ROWSs, sites or locations for national government infrastructure projects and for other
purposes. This Act prescribed that land acquisition should begin with the Government’s requesting donation of the
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6. With Republic Act (RA) 8974 in effect from 2001, the Government did not agree to a
change in the loan covenant. The negotiations to settle this policy difference on land compensation
dragged on for almost 2 years. ADB continued to press DPWH to comply with ADB policy and
agree to a change in the loan covenant. DPWH responded in mid-2002 by seeking the legal
opinion of the Department of Justice, which indicated the difficulty in agreeing to the change in the
loan covenant. In August 2002, ADB advised DPWH that it would not be in a position to continue
disbursement for civil works contracts in case of continued noncompliance with the loan condition
that DPWH has to acquire in timely manner all such land, properties, ROW, easements, and other
properties required for implementation of the Project. In March 2003, the internal ADB procedure
for suspending disbursement was initiated. The suspension was communicated officially to the
Borrower on 19 May 2003 and took effect on 1 June 2003.

7. In a meeting on 30 May 2003 between the Government and ADB about the suspension, the
Government argued that while the amendment to the loan agreement was acceptable in principle,
it could not be acceptable when it involves a fundamental policy matter covered by a national law,
RA 8974. Nonetheless, it was agreed to ensure that affected families were made aware of their
rights under RA 8974, including the right to negotiate for just compensation and the process by
which actual compensation is determined, including the affected families’ rights to acquire judicial
determination of just compensation. This would be achieved by incorporating into the resettlement
plans an explanation of the process under RA 8974, plus by holding community consultations with
all affected families and having acceptable monitoring mechanisms. This was a milestone
breakthrough in settling the policy difference on land acquisition between ADB and DPWH, as a
second best solution, in the spirit of ADB’s LAR policy and in the absence of ADB’s LAR policy in
the loan covenants.

B. LAR Implementation

8. LAR had been implemented by DPWH in an unsystematic manner before the suspension of
disbursements. After the suspension, DPWH agreed with ADB to (i) prepare two sets of
resettlement plans, one for structures and the other for land; (ii) pursue an LAR policy for
compensation, for structures at replacement cost, and for land, based upon RA 8974 but in the
spirit of ADB's policy for resettlement; and (iii) have resettlement plans approved by ADB and then
by DPWH and implemented by the district engineering offices (DOES) with internal monitoring by
DPWH and external monitoring by an external monitoring agent. Also, both parties agreed on
conditions for lifting the disbursement suspension, based on achieving progress on resettlement
plans for each road section or contract package.

9. DPWH completed the parcel surveys on each road section or corresponding contract
package and prepared an inventory of affected families for each road section. Based on such
progress, ADB lifted the suspension of disbursements for each contract package, that complied
with the aforementioned agreed conditions for lifting the suspension, starting July 2004 until August
2005. Meanwhile, as requested by the Government to facilitate completing the civil works, ADB
twice extended the loan closing date, from September 2004 to May 2006.

10. During the period of LAR implementation, ADB closely monitored its progress with several
missions and working level meetings with DPWH. Both parties continued the momentum even after

affected land from the owners. If landowners declined, the first offer of the Government should be based on Bureau of
Internal Revenue zonal valuation. The Act allowed landowners to negotiate just compensation up to but not higher
than fair market value. It is common knowledge in the real property sector that zonal values are more often than not
significantly lower than the market values. ADB policy did not allow compensation below replacement cost or fair
market value. As such, ADB insisted that DPWH should begin with the fair market value as the first offer. This became
the major basis of disagreement between ADB and DPWH.
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the loan’s closing date, and LAR implementation accomplishments were at 92% for structures and
79% for land by the loan closing. Finally, in the second quarter of 2007, DPWH achieved almost
100% accomplishment of LAR implementation. Further, on several field visits during review
missions and during the Project Completion Review Mission, as well, ADB was able to confirm that
all affected families were able to restore or improve their living conditions after resettlement.

11. As of the Project Completion Review Mission, compensation payments for structures were
at a 99.86% level of completion. Regarding entitlement for severely affected households, this had
reached almost 80%. As for accomplishments on the resettlement plans for compensation for land,
it is at a 92% level. See Tables A9.1 and A9.2 below.

Table A9.1: Summary of Accomplishments for Structures and Entitlements

Affected Affected
Families with  Accomplishment  Families with Accomplishment
Contract Package Structures (%) Entitlements (%)
6L-1 Tayabas-Mauban-

Lucban 924 100 409 60*
6L-3 Infanta-General

Nakar 306 100 52 85%
6L-4 Malicboy-Macalelon 365 100 123 22°
6L-5 Macalelon-Mulanay 703 100 211 35"
6L-6 Mulanay-San

Narciso 443 100 186 31°
6M-2-Cataingan-Placer 135 100 5 0?
6P-1 Puerto Princesa-

Langogan 139 100 28 100
6P-2 Langogan-Roxas 170 100 161 100
6PY-1 Patnongon-Culasi 496 100 135 29°
6PY-2 Culasi-Nabas 265 100 52 100

Antique DEO (214) (49)
Aklan DEO (51) 3)
6MI-9 Buug-Pagadian 1,026 100 232 100
Pagadian City DEO (249) (232)
Guipos DEO (777)
6MI-10 Kabasalan-Ipil 41 100 24 100
6MI-13 Ipil-Licomo 405 100 280 100
6MI-14 Quiniput-

Zamboanga 1,041 99.71 652 100°
6MI-15 Licomo-Quiniput 1,097 98.18 464 100°
Total 7,556 99.86 3,014 78.93°

DEO = district engineering office.

& Payment ongoing; to be completed within 2007.
Remaining entitlements of affected families covered for release as of March 2007, still delayed due to budget
processing delay. DPWH agreed and assured the Project Completion Report mission that all these would be
resealed and payment completed by November 2007.

€ 70% or more entitlements paid and the remaining covered by checks for release as soon as affected families
demolish their structures.
There are approximately 21% affected families to be compensated (status of which as reported in the 3 footnotes
above), which DPWH assured to complete within 2007.

Source: Department of Public Works and Highways.
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Table A9.2: Summary of Accomplishments for Resettlement Action Plan for Land

Affected Accomplishments
Contract Package Families Paid Escrow (%) Remarks
6L-1 Tayabas-Mauban- 177 0 177 100 All affected families covered
Lucban by escrow account.?
6L-3 Infanta-General 2 0 2 100 All affected families covered
Nakar by escrow account.
6L-4 Malicboy-Macalelon 0 All lots covered by 30-meter
ROW.
6L-5 Macalelon-Mulanay 2 0 2 100 All affected families covered
by escrow account.
6L-6 Mulanay-San 0 All lots covered by 30-meter
Narciso ROW.
6M-2-Cataingan-Placer 0 All lots not eligible for
compensation.
6P-1 Puerto Princesa- 5 5 0 100 All affected families paid.
Langogan
6P-2 Langogan-Roxas 36 36 0 100 All affected families paid.
6PY-1 Patnongon-Culasi 36 30 6 100 All affected families paid or
under escrow account.
6PY-2 Culasi-Nabas 2 2 0 100 All affected families paid.
Antique DEO 2)
Aklan DEO 0)
6MI-9 Buug-Pagadian 8 6 2 125 One affected family under
Pagadian City DEO 0) escrow account.
Guipos DEO (8)
6MI-10 Kabasalan-Ipil 26 20 6 100 All affected families paid or
under escrow account.
6MI-13 Ipil-Licomo 47 43 3 98 All affected families paid or
under escrow account.
6MI-14 Quiniput- 789 255 534 100 All affected families paid or
Zamboanga under escrow account.
6MI-15 Licomo-Quiniput 175 150 25 100 All affected families paid or
under escrow account.
Total 1,305 92.54

DEO = district engineering office, ROW = right of way.

% Escrow account is placed when affected families are identified but they are not traceable. The account will be effective
for 3 years. The compensation amount will be in the affected family’'s name and can be withdrawn within its effective
period.

Source: Department of Public Works and Highways.

12. Resettlement of Informal Settlers. The municipality of Mulanay was immediately able to
provide a resettlement area in 2002 not far (about 800 meters) from a rapidly deteriorating seawall
by the road where the affected families of informal settlers were residing. DPWH submitted a
resettlement plan in 2003, and land development started in the same year. Due to the suspension
of disbursement in 2003-2004 and a temporary government ban on quarrying, the land
development of the site experienced delays. It was only in 2005 that affected families started to
relocate. By September 2006, 42 affected family households had relocated. This increased to 60
as of March 2007. The remaining informal settlers have left the area, and local government officials
are still making efforts to trace them. Land development had been almost completed. Water supply
had been provided, but the community had no electricity yet. No livelihoods of these informal
settlers were affected by relocation. DPWH tasked the local government to locate the other
affected families who had relocated elsewhere after receiving their compensation for structures
and leaving the seawall area. As agreed with the municipality of Mulanay, DPWH assured that
electricity would be provided by September 2007 and remaining informal settlers would be
relocated within 2007.
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C. Evaluation and Conclusions

13. Policy. There was no clear LAR policy, then, except the loan condition that the DPWH
would acquire in a timely manner all land, properties, and ROWSs for implementation of the Project.
During this period, land acquisition and clearing of the ROW was left to the DEO solely with a view
to road improvement. There was no policy on involuntary resettlement in effect at all. This was
rated unsatisfactory.

14. The compensation policy on structures was immediately settled, with the DPWH agreeing
to base compensation upon replacement cost. However, the compensation policy for land was the
subject of considerable discussions and debate. Eventually, the Government and ADB agreed in
2003 to apply the provisions of RA 8974, with comprehensive information to be provided to the
affected families on their right to compensation at fair market value. Although the procedure here
was lengthy and tedious, the affected families were made fully aware of their rights to reject
government offers for donation, barter, or at land prices based on Bureau of Internal Revenue
zonal values and to negotiate for fair market value based on an independent appraisal. Given the
public information campaign, the effect was that the affected families could receive replacement
cost compensation for their properties. This can be considered satisfactory.

15. Implementation. The implementation of the 2002-2003 LAR policies experienced many
delays. Nonetheless, the end results of the implementation as of May 2007 showed 99%
accomplishment for structures and 98% accomplishment for land. This can be considered
satisfactory.

16. There are, however, two implementation components that have remained unfinished. First
is the payment of disturbance compensation entitlement, which only reached 79%. Second is the
non-resettlement of all informal settler affected families in the seawall area of Mulanay. Although
DPWH agreed to complete these activities within 2007, these can be considered partly satisfactory.
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